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ROMANIA 

Discontent prompts 
political change 


Page 2 


World News 


Albania to 
legalise 
opposition 
parties 

Albania's ruling Communist 
Party said it would penntt 
opposition political parties as 
it moved to purge hardliners 
from its own. poUibuxo. 

The dramatic shift within 
Europe’s last orthodox co mmu - 
nist state came during a third 
day of anti-government student 
Anpana tniHimB in ft ff mpihil | 

Tirana. Page is 


US assures Israel 

President Georgs Bush told 
Yitzhak Shamir/ the Tnwpif 
prime minister, Am* the US 
would not link Iraqi with- 
drawal from Kuwait to the £ate 
of Palestinians in the occupied 
territories. Page 16; Gulf ■••' 
reports. Page 6; Hurd hints 
at swift war. Page 7 


dash's interim leaduB to arrest 
former president General Hoe- 
aniw Rr shad far flTIpgprily jlp . 

dering the country's scarce 


South Africa ordered army 

awl piiiM i tfnfotoBmants ip** 1 
the black township of Thokoza 
after street fighting killed 
about 3S people and wounded 
50 in less than ID hours. Pic- 
ture, Pa^ 6 


Bank Lea, Switaaiand's oldest 
hank, disdooad that one of its 
managers had defrauded It of 
$50m in just one jeer. : 

So M wnMiyn wh .•_ . 

Bnasian writer Alexander Sat 
ritenzteyn, expdled from the 
Soviet Dotal fn 1974 for his 
accounts ofStnUntot tyranny, 
has been awarded the Russian 
state literature prize. 


Canada a nn onnc fld a s w eep i ng 
“Green Han" to safeguard the 
air, land, and water, as well 
as a new effort to work with 
the United States on cleaning 
up the (beat Lakes. 

•Japan nuneimx 

Tornadoes and wind stonns 
battered western and central 

J an ap. WIHng am TiBraw lwwu 

ing six others misa^iSsea 
and injuring mote than 30. 


Leftist Salvadorean rdjrfs 
forced down a military helkop- 
ter in the northern province - 
of Chalatenango » fresh find- 
ing elsewhere cfolmed at least 
44 lives. 

China irkod by costa 

China has stepped up criticism 


ami airport plans b y acc using 
the Hon® Kong government 
of duplicity over estimating 
costs. Page 6 

Money for Romania 

•Romania said it bad wiih- 
drawn around $100m from ftie 
Internati onal Monetary Fund 
one week after announcing 
it needed foreign finals to avert 
economic collapse. 

Libya attacks US 

Libya accused the US o f jfot eav 

national piracy" for airiifiing 
hundreds of Libyan prisoners 
of war out of Chad. 

Havel confident 

Czech presldfizit Vaclav Havel 
embarked on a four-day visit 
to Spain and Portug al despite 
a grave threat from growing _ 
nationalist tensions that could 
split Czechoslovakia. Page 8 

BaHoon hits tower 

Four people fell to their deaths 
after their hot air balloon 
sailed into a 8QGm television 
tower near downtown Cahttn- 
bus, Ohio. 
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' Defeated prraadRntlal caniHdato 
Stanlslaw Tyminski, under 
rn wnHgiiHnn far " d nmnmrii ig 
a state organ’*, finalised plana 
to fly back to Canada. Bat he 
vowed he would return to set- 
tle in Poland. Page 2 . 


Business Summary 


SCA moves to 
strengthen 
hand with 
MoDo stake 

SGA, Sweden's second largest 
pulp and paper company, Iras 
become the largest shareholder 
to MoDo r th e co untry's third 
biggest forestry group, in a 
SKrL4bn (S255m) deal that vriH 
lead to a new strategic affiance 
in the European forestry indus- 
try. Page 17 

MARKETS: New York: At nrid- 
sesskm, Dow Jones Industrial 
Average was down 1089 at 
2£85i58. Tokyo: Nikkei was 
tip 173L30 at 23^5097. Frank- 
fort DAZ index fidl 12J2 to 
1,492.66. Back Page. 

Section n 

PORTUGAL'S pgvatisatjgn .. 

' priri gramm«» wtprim»d * 

momentum with sate of a 33 
per cent stake in the Banco 
Portuguea do Atlantico, the 
state^wned commercial bank. 
Page 17 

^OHN Fairfox GroiqR Austra- 
lian investment company Jami- 
son Equity may buy the media 
group which went into receiv- 
ership on Monday. UK pub- 
lisher Robert MaxweH and 
Pearson, publisher of the . 

jj ^mniyrla l Thnan arp Alan iwtefr 
ested in parts of the group. 

Page 17 

ELECTRICITY privatisation: 
The premium on the package 
of stares in the 12 UK regional 
electricity companies exceeded 
all expectations by closing just 
over 50 per cent up an the 
starting price. Page 16 

JAPAN: The director general 
of the government's Economic 
Planning Agency has warned 
Of a slowing in some amnnm te 
sectors and urged Bank of 
Japan to ease monetary policy, . 
Pagefi 

FERRANTI, UK electronics 
group and victim of alleged 
£3l5m (3413m) fraud by its US 
subsidiary, expects to be trad- 
ing profitably^ Dy the spring, 

•• rhwhman wml r.M rf oh wiHw 

Eugene Anderson said. Page 
17 

AMERICA!? Tetepboae -& Trie- 
graph suffered a minor setback 
in its battle to take over US - 
computer maker NCR when 
a Maryland judge dismissed 
its lawsuit seeking a relaxation 
of the state's merger laws. 

Page 18 - 

GENERAL Motors, largest US 
vehicle manufacturer, is to 
launch digital ceRnla r prote cts 
through its Hughes Aircraft 
subsidiary. Page 18 

GERMANY is seeking bids 

from foreign construction com- 
panies to help carry out 

DM7j8bn ($5A4hn) worth of 
orders to build accommodation 
in the Soviet Union for Red 


Eimv& Pages 

EUROPEAN Commission 
moved closer to settling its 
loufr-nmninK fisheries dispute 
with Canada, with a setmpn^ 
posals on quotas which broadly 
accord with advice from North 

A Han tin Fffihing - OrganBerf inn , 

Page 25 

BBUMEB Masrirtnenfabrik 
of Germany and US enginaer- 


of a consortium awarded the 
contract for a baggage han- 
dhng system at controversial 
Kansai International Afxport 
in Japan. Page 5 

CARDO, Swedish holding com- 
pany, has sold its Nife battery 
dxriskm to Salt, batteries sub- 
sidiary of France's Compagnie 
Generate d’Electricite, for 
SKrieom 029m). Page 19 

FOKKER, Dutch aerospace 
group, is to cut costs by 
FI 200m ($120L5m) a year, to 
ensure long-term pro fit a M h t y 
in face of continued weakness 
of the dollar. Page 19 

1SS, Danish cleaning company, 
is paring SKr75Qm ($135m) to 
th e twa wfag of Btoft- 

trohix's Environmental Ser-. 
vices Grotto- Page 19 

LLOYD BrastteJro: Financial 
crisis at stateowned maritime 
transport company of Brazil 
worsened this week with sei- 
zure of two ships. Page 18 
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Tokyo stand criticised # Europe and Canada moves welcomed 

US Treasury set to 
review bank trade 


D 8523A 


By Peter Riddell, US Editor, in Washington 

THE US T re a s ury will review 
its policies towards liberalising 
trade in iwt M national IwnTrlwg 
and financial services. 

The decision has been made 
in fight of a report showing 
that Japan, Sooth Korea and 
many Latin American coun- 
tries still impose restrictions 
an the entr y »tm 1 ope rat i ons of 
US basks. 

The Treasury's national 
: treatment study concludes that 
| progress in reducing barriers is 
I not occurring as rapidly as the 
US would hke. ./ 

mai^^Gsm- 
i and in many European 
countries. Only modest prog- n—j 

ress has been made m many ttCTiew: 1 

Asian economies, »r»d nmner- ana London 
ous Latin American countries should advanc 
g tfn maintain restrictive finan- other two «wri i 
cial systems.” It notes the He said the 
imposition of new restrictions review its appn 
in Brazfi. of the new stxu 

Hie report says that in spite of the snspei 
of "modest improv ements” in Round of trad 
admissio n of foreign concerns, faring financh 
the Japanese banking market The Treasu 

hag haan difflmH- tO pwirtry ^, iwfinnal treat 

ft adds that the slow pace of under which fi 
HharaUgatinn ami deregulation are allo wed to 
has provided domestic banks same way as d 
with an unfair competitive whatever there 
advantage over foreign hmht, their hnwa mm 
both in Japan and globally. The US oppcH 

Mr David MuUord, Treasury approach whit 
undersecretary for interna- the operations 
tional affairs, «iH ft was vital ahroa 

that Tokyo, which lags sub- domestic govei 
stan Hally behind New York foreign concent 
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Review? David Mulford 

and London in openness, 
should advance join the 
other two centr e s. 

He said tiie Treasury would 
review its approach In the light 
of the new study and the state 
of the suspended Uruguay 
Round of trade talks, which 
frv-fo fl p financial services. 

The Treasury favours a 
national treatment approach 
under which fe Hpi r m wnw 
are allowed to operate in the 
same way as domestic groups, 
whatever the regulations are in 
their hnwie Tnartat 

The US opposes a reciprocity 
approach which would limit 
the operations of companies 
operating abroad to what their 
domestic governments permit 
ftirrig n concerns to do. 


Mr Mulford said the Trea- 
sury would be holding talks 
with Congress, where legisla- 
tion - the Riegle-Gam bill 
- to give the Treasury addi- 
tional negotiating leverage, 
was blocked at the last minute 
over ah irarefated issue. 

The legislation, which is 
expected to be revived next 
year, would set new standards 
for national treatment abroad 
and give the Treasury discre- 
tionary wmrttnna *h«rf wwM be 

UEed US affifTiftfo g 

of firms based in countries 
iiwmff l unfairly to be discrimi- 
nating against US ffn<mr4ai ser- 
vice concerns. 

The Treasury has opposed 
the measure so far bpca n s** of 
fears that it might lead to 
widespread counter retaliation. 

However, without being spe- 
cific, Mr Mulford said the 
department would “closely re- 
examine and reassess its previ- 
ous position.” There is already 
provision under «rri«ting Jaw 
for diangM in US regulations. 

He noted the strong pres- 
sures to fake action against 
Japan which bad so far only 
just been avoided. 

The report Is also highly crit- 
ical of the practices of South 
Korea in denying national 
treatment, in spite of promised 
improvements m access, and of 
many Latin American coun- 
tries which are only b e gi nn ing 
to open their investment 
systems. 







Boris Yeltsin supporting Hffiirliall Gorbachev's Union 
Treaty proposal in the Russian parliament yesterday 

Russians agree 
to talks on new 


Peace arrives too late for union treaty 

a 4* % • m • -U ow -m By Quentin Peel in Moscow 

Africa’s starving children »rss ms 

Gr fo nwnKnKnns rm a wv umirvn mm nMira 


By Julian Ozanne in Morrua, Mozambique 


‘i 'hk nnly sign that fife still 
inhabite d the body of Manuel 
was his- eyes. 

They seemed huge compared 
to the rest of his body. His 
cheeks bad caved in; Ids- hair 
was thinning and turning yel- 
low; the greying skin on his 
chest stretched tightly across 
Ms bon y frame. H e looked Hke 
an old, e m ac iated dwarf. 

Manuel is three years old 
- and one of at least 15m Afri- 
cans throughout the continent 
whose lives are at risk. 

they are victims cif drought, 
civil war, or a combination of 
both. The overall death toll, 
say aid officials, could well 
exceed the horror of the great 
Ethiopian famine of 1964- 
5- when as many as lm peo- 
ple perished — unless the 
world community acts 
urgently. 

In the Ethiopian provinces of 
Eritrea and Tlgray, at least 5m 
people urgently need food. 
More tita n LS m m the western 
Sudan province of Darfur have 
seen their crops fail, while 
hundreds of thousands of civil- 
ians in southern Sudan endure 
severe food shortages mainly 
as a result of the long-running 
civil war. 

Across the continent, in 
southern Angola, some 2m peo- 
ple hit by war as well as 
drought await outside help. 

Of Mozambique's 16m peo- 
ple, 4£m are affected by nun- 
i ger, 15m are displaced from 
their bom*** and i*w>d and a 
farther Llm are r ef u gee s out- 
side the country's borders. 
Thousands will die within the 
next few months in a land 
which could, if ft knew peace, 
feed itself 

But many aid workers won- 
der whether these fragile, war- 
weary governments can cope 
with their disasters and the 
aftermaths. 

Social services and infra- 
structure have been ruined. 
Expertise is scarce, making ft 
difficult if not impossible to 
implement the best of develop- 

JTTWl^ pl ffpfi. 

The plight of eastern Europe 
and the Soviet Union are 
diverting donor attention. And 
hi gher oQ prices are straining 
already weak wmnrantea 

Children such as Manuel, 
they fear, are part of a doomed 


generation. Bis companions, 
sbnflariy weak and wasted, lay 
n e ar him muter the. twisted 
branches of a mango tree 
which provided some shade 
from the 102 degree heat; - 

Same of these children gath- 
ered at the feeding centre in 
the village of Morrua will 
almost certainly die, despite 
the best efforts of World 
Vision, a US-based charity. 

When the aid agency first 
arrived at thfe village -of 
people on October 8, there 
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Outside a green plastic tent 
in tte faecftpg centre at Mor- 
rua, Pedro Carta shows the 
scars across his cheeks, neck, 
back, and stomach. Renamo 
. rebels, backed first V wh i t e 
R hode sia (now Zimbabwe) and 
until last year by South Africa, 
bad sliced him open with a 

marhote 

Pedro Carta had been In the 
small Baptist church at Morrua 
wh en Re na mo a rrived. Villag- 
ers praying were taken out and 
slaughtered. 

He describes how the rebels 
tied the feet together of Pedro's 
two year-old son and three 
year-old daughter, grabbed 
their legs, and smashed their 
skulls against an orange tree. 

ft may sound perverse, but 
Morrua has been lucky. It has 
been liberated from Renamo 
control and opened up to xehef 
operations. Down the road. 
50km away, lies Mnlevala, a 
vffiage of 25400 people and a 
place of acute starvation ami 


By Quentin Peel in Moscow 

THE Russian parliament 
yesterday agreed to take part 
in negotiations on a new nmon 
treaty launched by Soviet pres- 
ident Mikhail Gorbachev. 

However, Mr Boris Yeltsin, 
file Rnwaaw president and Mr 
Gorbachev’s greatest political 
rival, called for an extended 
period of talks to give all 15 
rep dhHcs the-greatest possible 

wwflr hiwitT tn Mi tiriiwlft. 

Although the vote should 
have been a foregone conclu- 
sion, it is nevertheless an 
i mport ant victory for Mr Gorb- 
achev. He is fighting an 
Increasingly desperate battle to 

hold the union together, in the 
face of demands for total seces- 
sion, or at least sweeping devo- 
lution of power, from many of 
the Soviet republics. 

H owever , the Russian con- 
gress proposed much hues fim- 
ifced central powers than these 
sought by Mr Gorbachev. Its 
resolution would make the cen- 


tre responsible only for 
defence, state security and for- 
eign policy, mwI not for any 
e conom ic areas such as trans- 

port&tum mui i* r w? r^y. 

At the wnw timp, the depu- 
ties showed their rebellious- 
ness by passing two resolu- 
tions to restrict the use of 
Soviet armed forces. The first 
calls on Mr Gorbachev and the 
Supreme Soviet “not to allow 
the Soviet Uhlan to be dra wn 
into a military conflict in the 
Gulf”. 

The second, a more direct 
challenge, “asks the Soviet 
president and parliament to 
take urgent actions to stop the 
use of the armed forces in set- 
tling ethnic conflicts »nH other 
crisis political situations”. 
Instead, it says, the republics 
should form their own "peace- 
keeping units”. 

Yesterday Georgia, the 
Continued on Page 16 
Refugee ‘timebomb', page 3 


Occidental 
chairman 
Armand 
Hammer 
dies at 92 

By Martin Dickson 
in New York 

DR Armand Hammer, one of 
the most remarkable US entre- 
preneurs of the 20th century, 
and the man who built Occi- 
dental Petroleum from noth- 
ing Into one of the world's 
leading oil companies, died on 
Monday night at his home in 
Los Angeles, aged 92. 

A company announcement 
said Dr Hammer had suffered 
from a brief illness, which It 
did not specify. He wUl be suc- 
ceeded as chairman and chiief 
executive of Occidental by bis 
heir-apparent, Mr Ray Irard. 
55. a Lebanese-born chemical 
engineer who has been the 
company's chief operating a Ul- 
cer since 1984. 

Occidental shares rose in 
heavy trading volume as ana- 
lysts forecast that Mr Irani 
would improve the group’s 
financial results by sellinf; off 
peripheral, poorly perfervolng 
businesses to which Dr Ham- 
mer had been attached* and 
reducing its heavy debt bur- 
den, There was also specula- 
tion that the company might 
attract a takeover bid. 1 
Occidental stock was up fl% 
to 922 % at lunchtime 3m trad- 
ing on the New York Stock 
Exchange. 

Apart from Occidental, Dr 
Hammer was best known for 
his links with the Soviet 
Union, which stretched back 
beyond the Cold War to 1921, 
when he met Lenin during a 
visit to the country and 
became the first western capi- 
talist permitted to do business 
there. Although sometimes 
accused of being a cmnmmutet 
stooge, he became a tireless 
campaigner for better east- 
west relations. 

Mr Mikhail Gorbachev, the 
Soviet president yesterday 
sent a message of condolence 
to Dr Hammer's family, saying 
he had been "associated with 
one of the most remarkable 
pages” of Soviet-US relations. 

Dr Hammer, a consummate 
self-publicist and a man of 
immense vanity, was also well 
known as a philanthropist and 
! art collector. 

After a remarkably varied 
career. Dr Hammer made a 
9100,000 investment in the 
mid-1950s in a tiny, near bank- 
rupt oil drilling firm. Occiden- 
tal, which struck crude In Cal- 
ifornia. He became chief 
executive and over the next 30 
years ruled the company with 
an Iron will, boilding it into 
one of the leading US energy 
companies. 

Obituary. Page 4; Observer, 
Page 14; Lex, Page 16 




were at least 35 deaths a day. 
With an Intensive feeding pro- 
gramme and basic medical 
care, that figure has been 
reduced to eig ht , according to 
Dr Alberto Sftoe, the assistant 
wipHtwii officer. 

Most oE the deaths wQI be 
rfiiidrp n and they will from 
starvation, dehydration, diar- 
rhoea »nd tuberculosis. 

Along the dusty rutted path 
leading from the airstrip to the 
feeding centre, huge graves 
dug between *~hp cassava 
testify to the tragedy which 
has befallen Morrua and many 
other villages in Mozambique. 

“When we first landed here a 
few people were staggering 
around with pieces of bark 
around their loins.” said Mr 
HJoe Devries of World Vision. 

"Most were lying In their 
huts, just expiring to death. 
The cemetery was the only 
place crawling with people, 
slowly digging graves and put- 
ting piles of bodies in. It 
dawned on us there was a 
major hidden famine here. Peo- 
ple were dying, keeling over in 
the silence of afternoon.” 


MARKETS 


. Last month, rebels attacked 
the v illage, kill ed 12 people, 
burnt down 300 huts and dug 
trenches across the airstrip, 
cutting off the village from 

relief airlifts and ssaling its 


Aid workers believe that 
tens ami possibly hundreds of 
thousands of people - hke the 
villagers of Mulevale. trapped 
behind rebel Hn«» of Mozambi- 
que's civil war — are on the 
brink of starvation. 

Reports from behind the 
fines paint a picture of rape 
and pillage, murder, forced 
labour, looting and theft. 

. There ore also accounts of 
u np ai d and unfed gover nm ent 
troops deserting the army for 
the richer ntrfrinwi of banditry. 

If the cml war ever had a 
reason, ft has now disappeared. 
The gove rnm ent has given in 
to many Of the Hwmimik matte 

by Renamo: a multiparty 
democracy, a mixed economy, 
integration of rebels into the 
arm y and the ahaw ^m iw i t of 
socialism as state doctrine. 

A partial ceasefire was 
signed last weekend and fur- 
ther talks are expected in Jan- 
uary. 

But for millions of Mozambi- ; 
cans peace will have come too 
late. 
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A 24 hour, up to the minute Business information and Economic Forecast Service is 
available to subscribers of the Nikkei Data On line Information Service. 

Simply by keying into your terminal, you have at your fingertips a direct link to Nikkefs 
enormous news, information and analytical resources, proriding you with the world’s most 
comprehensive Business and Economic Database a vailab le. 

Events are displayed practically as they happen - so you're never more than minutes 
away from the news. 

Give your business an edge - subscribe to Nikkei Database Services today. 


NIKKEI 

Discover the power. 


For further information please contact Christine Ashcroft ai 

Nihon Keizai Shimbun Europe Limited 

Bd& Hmsc, North Wi®. Aldwych, London WC2B 4PJTcL G71-37949MFax: 071-379 0378 Tefec 918553 NKEG 
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EC citizens favour common defence 


By Lucy Kelkiway in Brussels 


ALMOST seven oat of 10 EC 
c i tiz e ns favour a common Com- 
munity policy on security and 
defence matters, according to 
an opinion poll published by 
the European Commission yes- 
terday. 

The issue is Hlsely to be one 
of the hottest at the inter-gov- 
emmental conference on politi- 
cal union which starts in Rome 
this Saturday. The opinion poll 
reflects how quickly momen- 
tum has grown to favour of the 
proposal, which was barely 
considered a serious option 
four months ago. 


Member states appear 
increasingly in favour of such 
a policy. Chancellor Helmut 
Kohl of Germany and Presi- 
dent Francois Mitterrand of 
France wrote to EC countries 
last week strongly supporting 
the Idea. 

On Monday. Mr Douglas 
Hurd, the British foreign secre- 
tary, supported their views in 
arguing for a stronger body to 
represent Europe’s security 
interests. 

The poll showed that mare 
and more Europeans favour 
closer co-operation between 


member states in all spheres, 
with strong majorities In 
favour of all the key proposals 
for reform to be considered 
over the weekend. Some 64 
cent say the European 
meat should have mare power 
over decisions, alongside the 
nat ion al governments, on Com- 
munity legislation. A majority 
— although a sli ghtly gmallur 
one than for defence poli- 
cy ~ claim to be in favour of a 
common approach, on foreign 
policy issues. 

On monetary rmtrm 65 per 
cent favour a single c u rr e ncy 


that Would replace natfnnal 
currandes in five or six years, 
with only 18 per cent against 
Only in the UK and: Denmark 
is there any significant opposi- 
tion to the Idea, with 43 per 
cent of Britons opposed to a 
single c urrency and only 38 per 
cent in favour. 

The Gulf crisis seems to 
have been important In form- 
ing EC citizens' views on the 
need for closer foreign and 
defence policies. Seventy per 
cent said the best EC response 
to the Gulf would be to form .a 

wmiwmi riflto W*#> ftr gimkaHnri 


Romanian ruling party faces 
challenge from new alliance 


By Arlane Genii lard in Bucharest 


thk pnHtfrui domination of 
Romania by the ruling 
National Salvation Front (NSF) 
may be coming to an end as 
discontented and disillusioned. 
Romanians rally behind the 
newly formed Civic Alliance 
and -opposition trade unions. 

The organisers of the move- 
ment consist mainly of intellec- 
tuals, the same people who 
formiid the opposition which 
staged a 53-day siege of Univer- 
sity Square in Bucharest in the 
t annin er. 

Civic Alliance posed the first 
sezioui? challenge to the NSF 
last month during the third 
annive rsary of the workers’ 
uprising in the Transylvanian 
city of .Brasov. 

In w hat amounted to the 
largest anti-government dem- 
onstrate 7n since the December 
revolution, over 100,000 demon- 
strators called for the resigna- 
tion of L 'resident Ion fliesco. 

The dienonstxatlfin followed 
a government announcement 
that prU^es on non-essential 
itmta wduM be increased by 
100 to 120 per cent But It also 
reflected, disappointment 
among those who gave the 


NSF its landaUdA victory in. 
last May's elections. 

"If the wor k ers had been told 
what was going to happen, if 
both good and bad were expec- 
ted, they would have supported 
the government through any 
hardship," mpMwrf Mr Iuhan 
Comodeanu, secretary of Civic 
Alliance. 

"But the government Bed to 
them before the election and 
never prepared than for the 
difficulties ahead." 

The unions are now threat- 
ening to strike in protest 
against the g o v ern ment's eco- 
nomic policies. Civic AlBance 
Is also benefiting from persis- 
tent accusations that the NSF 
has foiled to carry out a dia- 
logue with non-governmental 
groupings, that the full truth 
about the December revolution 
has yet to be disclosed, and 
that the NSF has not explained 
the background to the riots in 
June during which minwa ran- 
sacked Bucharest 

The alliance, which has dose 
links with the opposition trade 
unions, has created special 
commissions on social, eco- 
nomic and Judicial problems. 


Its alternative economic pro- 
grammes have been drawn up 
by Mr Constantin Cqjocaru, a 
western-educated Romanian 
economist It also wants to 
hi g hli g ht the failure of opposi- 
tion parties to move beyond 

j y i te rnal divisions. 

"Ceausescu left us a society 
with no political conscious- 
ness. That explains the mhwIT 
audience of opposition parties. 
Civic Affiance, instead. Intends 
to form a large extraparliamen- 
tary bloc beyond political par- 
ties,” sayB Mr Cornodeanu. 

Mr Gabriel Andree&cu, a 
co-ordinator, believes that 
"once a re st ructuring of the 
Romanian society is achieved, 
political parties will regain 
some strength.” 

Civic Alliance sees any 
restructuring of Romanian pol- 
itics as impossible under the 
present government. Its lead- 
ers say their next step will be 
to force the government, by 
means of Increased support 
from the trade mrinwa, to «n 
elections next spring. The real 
support for the NSF and the 
Civic Alliance would then be 
potto the test 


Merger falls outside EC jurisdiction 


THE British paper 
manufa cturer Wiggins Teape 
Appleton JHc said the Euro- 
pean Commission ruled that its 
proposed merger with French 
paper group Axj omari-Prioux 
did not fall within EC jurisdic- 
tion, Reuter reports from Lon- 


don. The European Commu- 
nity’s Executive Commission 
in November began an official 
probe into the Wfggtos/Aijom- 
arl merger, which would create 
Europe 's th ird biggest paper 

hi Brussels the Commission, 


which has powers to block 
large mergers likely to reduce 
competition in EC industry, 
said in a statement the deal tttd 
not fall under its Jurisdiction 
as the firms' worldwide aggre- 
gate sales were below Ecn5bn 
(|&80bn). 


Move to free 
prices put off 

THE Romanian government 
yesterday bowed to public 
pressure and agreed to post- 
pone until June 1 its price Mb- 
eraUsation pr ogramm e which 
was to have begun next 
month, writes Arlane Genfi- 
lanL 

Xa addition, prices an essen- 
tial Rems such as meat, dairy 
produce, rents, electricity and 
gas, which were to be reset in 
January and kept constant 
throughout 1991, will not be 
changed. Prices on non-essen- 
tial items were raised by 
100-120 pee cent on November 
Z. 

The dedsfam follows demon- 
strations by trade A 

coalition of trade has 

threatened a general strike 
today. "We were disappointed 
by enterprises who over- 
charged just to cover their 
tosses," said Mr Bogdan Bal- 
thasar, the government 
spokesman. "The liberalisa- 
tion of prices became an easy 
way to maint ain inefficient 
and lack of productivity." 

Mr Ion Hieaen, the Roma- 
nian president, yesterday held 
a meeting b e tw een the govern- 
ment and trade onion leaders 
to try to break the deadlock. 
Union leaders dropped their 

itomwd Hiaf ft, [W MiH i ny iiit 

of Mr Petre Roman should 
resign bat instead demanded 
thu dismissal of four minis* 1 
ten. According to the union 
leaders, Mr Roman ag reed to 
reconsider a restrictive strike 
law and an unemployment 
benefits law cnrrentZy being 
debated in parliament , test, 
night, they were considering 
whether these concessions 
were enough to avert today's 
strike. 



S tanUaw Tyminski inspects his summons yesterday 

Walesa challenger 
vows to fight on 

By Christopher Boblnski in Warsaw 


MR Lech Walesa, Poland’s 
president-elect, pledged alle- 
giance to his country yesterday 
at Czestochowa, the national 
Catholic shrine, while his 
defeated rival, Mr Stanislaw 
Tyminski, awwmnrfti he would 
make a foreign trip hut return 
to settle in Poland. 

Mr Walesa, standing at the 
altar with his wife, Danuta, 
pledged to "sacrifice myself 
entirely to the service of the 
nation.” Hie said he was aware 
of his “responsibility towards 
God, the nation, history and 
my conscience-** 

Mr Tyminski, who is under 
investigation for "demeaning a 
state organ” after accusing Mr 
Tadeusz Mazowieckl, the Prime 
Minister, of under-valuing 
state companies now being pri- 
vatised, said he would fly to 
ChtmiIw this morning. 

The state p i exec u t or 's office 
yesterday arranged for 1dm to 
be questioned on the charge to 
enable him to catch his flight 

At a press conference, Mr 
Tyminski weld he was ready to 
face the charges. Jt the case 


came to court it could turn 
into a trial of Poland's entire 
privatisation process. Mr" 
Tyminski also indicated he 
wanted to pursue a political 
career in Poland and was con- 
sidering establishing a new 
movement. 

In Gdansk, the Solidarity 
trade union's national commit- 
tee opened a two-day meeting 
which wSL today discuss who 
should lead the movement 
until an extraordinary con- 
gress can be called in the sec- 
ond half of January. 

Mr Walesa is due to address 
the Solidarity leadership, 
whose feathers were ruffled 
when he indicated he 
wanted Mr Bogdan Boruaewicz, 
a dose aide, to run the union 
until a successor can be 

Other union leaders, includ- 
ing Mr AndraeJ Slowik Lodz, 
who wants the Job, consider 
that this gives Mr Borusewicz 
an unfair a dvanta ge. 

The union's rules leave the 
choice of an interim leader to 
the national committee. 


Nepotism charge 
levelled at banks 

Sari Gilbert on a growing battle 
between Italian unions and banks 


C harges of nepotism 

have been raining doom 

on the Banco di Napoli 
because of a plan to pension off 
700 older employees aim replace 
mast of them with their own 
children. 

Nepotism is not uncommon 
in Italy, and recently Mr Franco 
pica, the minister for state 

shareholdings, began taking 

steps to block the practice in 
the highest echelons of the 
state h ol din g groups. 

At the Banco Napoli, how- 
ever, looking after one s nearest 

and dearest has become an 
article of management policy- 
Mr Ferdinando Ventriglia. 
the Bank’s powerful director 
general, who as a Christian 
Democrat has little to learn 
about the art of patronage says 
that hiring employees' children 
is a respected part of the 100- 
year old bank’s tradition. 

The local, in-bank unions, 
have on the practice. 

Two years ago an in-house 
agreement between manage- 
ment and labour establi sh ed 
that for every 100 people hired 
by the bank. 2S could be chosen 
from among the offspring of 
employees who would take apti- 
tude tests rather than a public 
entrance examination. 

But the idea of keeping some 
500 of the newly vacant slots in 


Italy's national unions who 
have tnfcim their case to Mr 
Carlo Donat flattin, the labour 
minister and Mr Guido Carii, 
tiie treasury minister. They 
charge that the lack of a proper 
entrance wnminat im will dis- 
criminate n gatiwt better quali- 
fied p eo pl e 

Furthermore, they say, the 
scheme is doubly unacceptable 
because of the high unemploy- 
ment In the Naples area. 

The plan to hire progeny of 
the early retirees should be 
rejected, says Mr Luca Borgo- 
meo, secretary of dSL, the 
socialist-dominated national 
trade union confederation. 

A statement issued jointly by 

trade union confederation and 
the Chamber of Labour of 
Naples criticised the scheme on 
the grounds that it would set a 
precedent for giving depen- 
dents’ children a hereditary 
right to the parent’s Job. 


-This contradicts the fond* 
mental constitutional priadpte 
of equality to the wwk place, 
the statement asserted. 

However, Mr Q uido Rruprili. 
the CGIL's chief reprerenfetwe 
within the Bank of Na poli, says 
the idea must toe accepted, 
"even if I have to hold my note 
to do it”. 

For at times prindtia must 
some times be sacrificed. 

“Ideologically, I continue to 
feel that it is a mistake to hue 
the son in exchange for the 
father's voluntary retirement. 
But this early exodus is an 
exceptional measwe dwlmett 
to relaunch: a bank that play s 
an important rate in the south, 
insists Mr Bruneffi- 

W ith 12.400 employees 
and more than 5W 
branches, the Banco 
di Napoli is currently one of 
Italy’s top five banks in terms 
of funds under management, 
the eighth In terms of cash 
flow. But the bank, which amne 
have accused of having a poeti- 
cally sensitive loan policy, has 
severe problems of in effi ciency 

and undercapitalisation. 

Low profits and high labour 
costs have led Mr Ventriglia to 
propose pensioning off a total of 
1,000 employees and replacing 
them with younger workers 
better able to cope with today's 
automated and electronic 
systems. 

Some 400 dependents chose 
early retirement in January of 
this year, for the most part aao- 
rifletog special incen- 

tives in exchange for the enrol- 
ment of their sons and 

Wlth or without its nepotist 
elements. If implemented the 
early retirement scheme wlU 
allow the bank to take advan- 
tage of special provisions in the 
recently passed Amato law on 
bank restructuring, which Is 
designed to make Italian banks 
more competitive and to equal- 
ise disparities among them. 

The special provisions, which 
also apply to niw* other Italian 
banks , will provide a saving by 
allowing credit institutions 
which previously handled their 
own pension schemes now to 
come under the umbrella of 
INPS, the national social secu- 
rity and pension system. 
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Buy-outs in Scandinavia 
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Enskilda Ventures Limited is the leading buy-out firm in the Nordic region with four completed 
transactions In 1990 and equity capital in excess of SEK 600 million available through Scandinavian 
Acquisition Capital. Scandinavian Acquisition Capital is comprised of Nordic institutional investors 
representing major pension funds, banks, insurance companies, industrial and holding companies as 
well as others. 


Enskilda Ventures Limited is dedicated to initiating, structuring, and financing buy-outs in the Nordic 



For further information please contact any of the following: Bjflm Savin (Scandinavia), Bemd 
Petersen (Denmark), Kim Wahl (Norway/Sweden). Harald Mix (Sweden/ Finland) via Enskilda in 
London or Anne Raiuaaleet (Finance) via Enskilda in Stockholm. 


AB Idesta Holding 


liber AB 

ha* acquired 


has acquired 

AB Idesta 


Esselte Fdrlag AB 

in a 

Management Buy-out 


in a 

Joint Venture Management Buy-out 

Equity «u provided by 

Scandinavian Acquisition Capital, 
Management and Others 


Equity was provided by 

Scandinavian Acquisition Capital, 
Management and Others 

Investment advisor was 

Enskilda Ventures Limited 


Co-lead Investment advisor was 

Enskilda Ventures Limited 

Jaaaxy 1990 


August 1990 



Nyge CSE Aviation AB 


Norstedts Tryckeri AB and 

Ins acquired 


Esselte V&nletryckAB 

AB Nyge Aero and 

CSE Aviation limited 


have been acquired in a 

Management Bny-ont 

Joint Venture Management Boy-nut 

Equity was provided by 

Scandinavian Acquisition Capital, 

Nyge AB and Management 


Equity was provided by 

Scandinavian Acquisition Capital and 
Management 

Investment advisor was 

Enskilda Ventures Limited 



Acquisition advisor was 

Enskilda Acquisition Services 


Investment advisor was 

Enskilda Ventures Limited 

September 1990 


September 1990 


Investment Advisor to Scandinavian Acquisition Capital 

Enskilda Ventures Limited 


Enskilda Ventures Limited 
26 Finsbuiy Square 
London EC2A 1 DS„ U.K, 
Phone: +44-{0)71 -638 3500 


Enskilda Fondkommission 
Norrlandsgatan 15 
S-103 22 Stockholm, Sweden 
Phone: 446-(0)8-763 9500 




European Savoir-faire 

New Perspectives and 
Opportunities 



The whole of Europe is taking on new anri ex- 
citing dime n si on s. The European Community is 
in the process of creating the world’s largest uni- 
fied market. And die revolutionary changes in 
Ea ste rn Europe are paving the way to a spectrum 
of new opportunities. 

Meeting these challenges will require the strong 
support of banks with substantial resources and 
a proven European savoir-faire. Deutsche Giro- 
xe htra le - Deutsche Ko mmunalbank - is such 
a bank, being a central institution of Germany’s 
savings banks - die nation’s largest banking 
sector. 

As a European public-sector financing institution , 

DGZ serves a growing clientele of corporations, 
banks, and government entities. The Bank pro- 
vides a wide range of ajmmeo^and invest 
banking Servian mrhwl ^ major syndicated fimri- 
mising operations. 

Through our full-service brandies in Bedin and 
^wanbonrg as well as a wholly-owned subsid- 
iary in the Grand Duchy, DGZ offers the fiill scope 
of Eurobanking capabilities in fine with individual 



Deutsche GirozentraJe 
-Deutsche Kommunaftiank- 

FRANKFURT/URUN 


resources 


TkaanaBnbgci0,D-60WFpmldt«amMdnl,liJ.i(0Sg)2493-0,Tifcc4141CT;lCQ»£itMmdMHmS^tBJiinoiu»&rf* , Ki 
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EUROPEAN NEWS 


Moscow is grappling w ith the explosive issue of massive forced migration within the Union, writes Leyla Boulton 

Soviet refugee ‘timebomb’ 

could blow away refo rms 


K IMA Grigorian, a 

retired electronics 
engineer, pointed to 
her anorak and trousers: “All I 
have is this uniform- 1 have no 
home, clothes or crockery.* 
The tidy 56-year-old Soviet 
woman, standing in front of a 
tent hi central Moscow, does 
not look like everybody's idea 
of a refugee. She does not even 
fit the United Nations defini- 
tion of a refugee because {die 
has not left her own country. 

But a refugee is what she is, 
one of more than 600,000 Soviet 
ratteens who have lost every- 
thing because of a string of 
ethnic and nationalist explo- 
sions in Soviet republics. ' 
While the rest of the world 
fears the relatively remote pos- 
sibility that a stream o£ hungry 
Russians will poor out of the 
country, the Soviet Union is 
struggling with a desperate 
internal refugee problem. 

One of the Soviet Union’s 
first internal refugees. Muss 
Grigorian abandoned her flat 
and 800-volume library to 
escape anti- Armenian pogroms 
in the Azerbaijani town of 
Sumgait in March 1988. She 
moved to neighbouring 
Armenia, but they could not 
help there. 

Still homeless more than two 
years on, she derided to camp 


Grigorian, a 
i electronics 


in front of the Kremlin in pro- 
test along with 40 other home- 
less Armenians, As outlying 
republics struggle for more 
independence, nmUons at set- 
tlers at Russian nationality 
and from other ethnic minori- 
ties are eairi to be “sitting on 
their suitcases", ready to join 


“This a bomb ticking away 
under perestroika. It could 
Mow the whole process apart”, 
says Ms Lydia Grafbva, a jour- 
nalist at Lfternatumaya Gaz- 
eta weekly who has spear- 
headed a public campaign to 
help refugees. 

The current human tragedy 
could indeed prove to In the 
tip at an iceberg. There are 60 
million people in the Soviet 
Union who nve outside t hei r 
ethnic homelands, out of a 
total population of 28na. 

The government in Moscow 
meanwhile is still try i n g to 
come to grips with a problem 
which simply did not exist four 


.“At first the. problem was 
local and then it got rigger,” 
says- Mr Vla dimir Makarov, a 
senior official at the State . 
Labour Committee which co- 
ordinates refugee relief efforts. 
No fewer than 60 ministries 
deal with refugees but the 
results of the vast Soviet 


Czechoslovak 
republics debate 
fiscal policies 


By Judy Dempsey, Eastern Europe Correspondent 


CZECHOSLOVAK President, 
Mr Vaclav Havel was yester- 
day wwfidwwt enough to hyfa 
a four-day visit to Spain and 
Portugal despite his gravest 
warnings to date that growing 
nationalist tesnskms could lead 
to the breakup of Czechoslo- 
vakia into two separate states. . 

His warnings were made on 
the eve of a debate in the Fed- 
eral Assembly, which yester- 
day attempted to seek rap- 
prochment between Slovak 
nationalists and representa- 
tives from the Czech Lands of 
Bohemia and Moravia. 

The latter fear that more 
autonomy for Slovakia would 
eventually lead to its complete 
independence from Prague. 

During a lengthy debate, the 
parliament was entrusted with 
the task of devolving consider- 
able powers to the two repub- 
lics, particulary In economic 
matters. 

However, fiscal, foreign and 
defence policy would remain 
within the ambit of the federal 
authorities. R is expected that 
autonomy wffl fall way short of 
Slovak leaders’ demands for a 
separate telecommunications 
and postal systems as well as 


the division erf the co un tr y ’s oil 
and gas pipelines from the 
Soviet Union. 

The suggestion that these 
pipelines would be divided 
prompted fears among the 
Czech National Coundl (the 
republic's parliament) that cru- 
cial energy supplies would be 
cut off to the Czech Lands. 

Yesterday, Mr Pranltsek. 
MfMosko, leader of the Slovak 
National Conned i>m in Mfe da 
Fronts, a daily, that Mr Havel's ; 
speech was “ very dra- . 
mafic ... we axe aware of the 
seriousness of the situation 
and the Slovak. side will In no 
way go Into a conflict”. 

Even if agreement is reached 
on what powers should he 
devolved to the two republics, 
demands for Slovak indepen- 
dence will not be dflnted. 

Signs that fids remains high 
on the poltical agenda were 
confirmed last mo n th during 
the first, fine local government 
elections for several 

The Slovak Christian Demo- 
cratic Movement, led tor Mr 
Jan Carnoguxsky, an astute 

S tfticUtn, won 27.4 per cent of 
a vote by skillfully appealing 
to national 


Serbian election 
surprise may 
spur on Slovenia 


Probe launched 
over Stasi links 
to De Maiziere 


THE RULING Communists* 
surprise election success in 
Serbia, Yugoslavia's biggest 
republic, could persuade its 
rival Slovenia to secede from 
the deeply-divided country, 
diplomats said, cm Tuesday, 
Reuter reports. 

Unofficial early results from 
Sunday’s election showed 
Serbia’s populist Co m mu nis t 
President Slobodan Milosevic 
set to keep his post. The 
Communists, who are now 
called socialists, were leading 
in the ballot fin: a new Serbian 

pm fii m n w it. 

With more than a fifth of the 
votes counted, Milosevic had 
more than 62 per cent of the 
presidential ballot and the 
communists led in many con- 
stituencies in the parliamen- 
tary race. 

Diplomats said Serbs had 
shown they were wary of 
Change and prefered Milos- 
evic’s tried and tested national- 
ist programme to unpredict- | 
abl e narimndism offered by the 
main opposition party, the Ser- 
bian Renewal Movement 
CSPOX 
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GERMAN interior ministry 
offiMwiw yesterday interrogated 
former officers of the Stasi 
security service over aUegat- 

fo~»ng that Mr T^tthnr ito Mai. 

zfere, Nu» uimrt German p ri m e 
minister until unification last 
October, was an Infonhov 

Mr de Maizfere, who has 
Amip/f the allegations, is dt*p-- 
nty chairman of the Christian 
Democratic party, (CDU) under 
Chancellor Hehnnt KohL Until 
the latest allegations he was 
regarded as a , leading con- w . 
tender for a post in the new ' 

wihin^ . 

He has been aocured by Mr 
Edgar Hasse, a Stasi officer 
who allegedly “managed” him, 
of providing information on 
dissidents and Protestant 
Church leaders since 188L As a 
lawyer, Mr deMaizi&re had dis- 
sidents among bis oHantu and 
was a senior lay o ffici al of the 
Church which protected oppo- 
nents of the regime. 

The former prime minister 
has been dogged since last 
summer by press reports claim- " 
ing he was a Stasi informer. He 
has not denied haring contacts 
with the Stasi. saying they 
•woe unavoidable for alawyray 
but he has insisted be was not 
an “Informal crilaborator". 

St addition Dex Spiegel mag- 
ariiw griit a Stasi file card ban 
been found under the name 
Czerny, bearing Mr da Mai- 
zikre’s east Berlin address. Urn 
card, however, was not ini- 
tialled by foe Stasi, which led 
to speculation in the east Bsv 
Hn. office of the Commissioner 
for Stasi Kies that it may havu ; 
been Raged to Incriminate Mr 
deMahdare. ■ 

Mr Ibrahim Bohme, a 
founder of the east Ge rman 

Sodal Democratic party (SPD) 

in September 198 8, agreed yes- 
terfay to take voluntary leave 
of absence from his post In foe 
SPD leadership, following 

renewed allegations that he 

was a Stasi informer. Mr 
BShme resigned as head of the 
east SPD last March in foe face 


bureaucracy's efforts are mea- 
gre- 

Many refugees still depend 
an friends and relatives. Tbe 
government has given each ref- 


a one-off payment of 
RbslOO (£93 at the official 
exchange .rate), rather Jess 
than half an average month’s 


and food, ft has wbw? tri^ to 


sible into hotels and sanatorir 
nms. 

Long-awaited legislation 
spelling out the status and 
rights of “forced m igr a nts" has 
only Just been submitted to 
pariiament However Mr Maka- 
rov does hot expect it to be 
examined tor the Supreme 
Soviet until foe spring. 

This is why Ins committee, 
Goskamtrud, is also trying to 
get it passed by presidential 
decree. “Refugees are the most 
deprived people in the Soviet 
Union,” says Ms Grafbva, who 
is trying to initiate private pro- 
jects to help. But that too is 
difficult in a country used to 
state sponsorship, however 
shaky, from cradle to grave. 

One reason for the delay in 
drafting the legislation, con- 
fesses Mr Makarov, was fear 
that its promise of a to 
live and a three-month subsidy 

Would Tml>nwth an rwpf mt rnHii. 





Tokyo may 
send aid 
to Moscow 


By Robert Thomson 

in Tokyo 





^*w,-w.v ... •. 

Mtekhpthm women refugees gather at a camp after ethnic 


hie flood of migrants, although 
"that (view) has since been 
overcome,” he explained. 

With ordinary people queue- 
ing for years to get a flat, any 
perception of refugees getting 
priority treatment is poten- 
tially explosive. “If refugees 
join the end of the queue they 
wDl get housed only in foe 
next century. If they jump foe 
queue, they .will be ■ killed,”, 
says Ms Grafbva. 

Nine rnfflinn inhabit an t s of 
Russia, the mate destination 
for refugees, are already 
waiting for housing. This is 


why Mr Makarov flavours 
"compact settlements* built 
from scratch. The problem is 
that the re&gees mostly want 
to five in towns or cities. 

Mrs Elvira Shakhramanova, 
a Russian shop assistant, fled 
the Azerbaijani capital of Baku 
in January with a suitcase and 
her eight-year-old daughter 
after Azerbaijani gangs started 
hunting out Armenians and 
Russians. 

She now lives in a dilapi- 
dated tourist complex 30km 
outside Moscow. But nobody 
will give hear a job in Moscow 


because she does not have a 
residence permit And she has 
turned down a government 
offer to work in a collective 
farm. T am scared of animals, 
what would I do out there in 
foe sticks?” 

Mr Makarov says that 
nobody will be forced to accept 
work they do not want But 
even when the new law is 
passed, the cash-strapped gov- 
ernment is mtiVciy to afford 
foe esfonated Rbsibn needed 

A hff'faT facilitate emigra- 
tion out of the Soviet Union 


may provide a way out for 
some but new restrictions 
abroad on increasing numbers 
of Soviet immigrants will make 
this a limited solution. It Is 
likely that the Soviet Union 
will have to appeal-fbr foreign 
help to faifffcte the crisis inter- 
nally. But it is unlikely to ask 
and donors are unlikely to 
react until the problem blows 
up. 


THE Japanese government 
indicated yesterday it may 
provide emergency assistance 
to tiie Soviet Union, although 
an outstanding territorial dis- 
pute blocks the path to a quick 
decision. 

Mr ToahOd Eaifu, the prime 
minister, prompted by other 
international offers of assis- 
tance, said the government 
was monitoring the Soviet sit- 
uation closely and studying a 
range or options for aid. 

Tbe government has been 
reluctant to provide assistance 
until the settlement of a dis- 
pute over the Kurile Wands, 
now under Soviet control, but 
Tokyo fears continuing tough- 
ness will be ont of step with 
international goodwill towards 
Moscow. 

Members of the ruling Lib- 
eral Dem ocratic Party have 
urged the government to pro- 


vide emergency help to 
improve bilateral relations 


This is the second of two 
articles on the dislocation of 
Soviet citizens. The first 
appeared last Tuesday. 


improve bilateral relations 
before foe planned visit to 
Tokyo of President Mikhail 
Gorbachev next April. 

Mr Taro Nakayama, the for- 
eign minister, insisted Japan 
was in a different position 
from other countries because 
of foe territorial dispute, but 
said the aid question could he 
dealt with next month at a 
bilateral meeting. 
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Dr Armand Hammer: a blend of altruism and self-interest 


D R Armand Hammer, 
who died on Monday at 
the age of 92, was one 
of the most remarkable busi- 
ness figures of the twentieth 
century - and one of the hard- 
est to pin down. Through a 
blend of opportunism, drive 
and mthlessness, be built a 
series of business fortunes. 

But he craved much more. 
He wanted Influence, which he 

ilnfinwl as gwHnng thing * dOH8 

his way by going right to the 
top. He wanted to Shape world 
events, by acting as a ritfaen 
diplomat shuttling between 
international leaders. And in 
his many philanthropic and 
cultural activities, he was 
driven by an unusual blend of 
altruism and self-interest. 

Dr Hammer's private, busi- 
ness and public lives were 
built on a remarkable series of 
personal contacts, which he 
developed and exploited in a 
way that would have made 
lesser people cringe. He associ- 
ated with Lenin and with 
Prince Charles, with Deng 
Xiaoping and Mrs Thatcher, 
and with most American presi- 
dents of the last half century. 

He helped to break the ice 
with Mr Nikita Khrushchev in 
a visit to Moscow in 1961, and 
he had frequent access to Mr 
Leonid Brezhnev. On his 90th 
birthday, Soviet television 
showed a one-hour documen- 
tary about his life. 

But there was another side 
tn the man. He was the subject 
of four serious run-ins with the 
US Securities and Exchange 
Commission. 

In 1976, he was convicted for 


making illegal c o ntrib ut ions to 
President Nixon’s 1972 election 
campaign. He appeared In 
court in a wheelchair appar- 
ently close to death and was 
Spared prison on h rTTrmnifoiT-ign 
grounds. 

Last year. President Bush 
pardoned the offence on the 
recommendation of the Justice 
Department. 

Dr Hammer was bom in New 
York's Lower East Side an May 
21 1898, the son of Russian 
immigrants. He was named 
after Armand Duval, the 
romantic hero of Dumas' "La 
Dame «« Camillas”. 

But it is likely that his 
father , a prominent figure in 
radical politics, alsohad in 
mind the symbol of the Social- 
ist Labour Party - an arm and 
a hammer. 

Dr Hammer’s business acu- 
men emerged at an early age. 
While studying medicine at 
Columbia University, he took 
over the running of his father's 
drugs business, and quickly 
noticed an extraordinary rise 
in the sale of one of its more 
obscure products - tincture of 
ginger. 

In the early days of prohibi- 
tion, a mwiirine w hich was 85 
per cent alcohol was suddenly 
in hot demand. Mixed with ice 
cubes, it made a powerful high- 
balL Dr Hammer promptly 
secured a world monopoly in 
ginger. 

What changed Dr Hammer's 
life was a visit to the Soviet 
Union in 1921. Waiting six 
months after graduation to 
begin his medical internship, 
he determined to use his medi- 


cal «wns to help the victims of 
starvation and typhus in the 
Urals. 

While visiting an asbestos 
mine, the great idea struck. 
The Soviets needed food: the 
US had a grain surplus. Ham- 
mer would grain in, *wii 
export in exchange commodi- 
ties which were of little or no 
use to the depressed Soviet 
economy: furs, timber, semi* 
precious stones. 

Lenin got to bear of the idea 

will UlwH ft, He mn w wmwil Dr 


Hammer to Moscow for a meet- 
ing which was to achieve near 
mythological status in the 
Hammer saga. 

T felt almost as if I had been 
taken up to the top of a moun- 
tain, from which all Russia 
could be seen below, and Lenin 
had said. Take your pick.' This 
immense country, with its 
inestimable wealth of natural 
resources, its vast reserves of 
labour and Its almost 
untouched potential, had been 
laid open to me by its leader.” 


He obtained the first priv ate 
concession awarded by the 
Soviets: an asbestos mine in 
the Ural mountains. He estab- 
lished a large export-import 
business. Tt Wter he obtained a 
second concession: to own and 
operate the first pencil factory 
in the Soviet Union. Millions of 
Soviet citizens, including 
Khrushchev, Brezhnev ana 
Chernenko, learned to write 
with. rTwmyn o r pencils. 

By 1930, Stalin was in power 
and not nearly so friendly. Dr 


Ha mmer left Moscow with a 
mountain of czarist art which 
he had snapped up at rock bot- 
tom prices and which he pro- 
ceeded to sell off through a 
New York gallery and an 
extraordinary series at depart- 
ment store sales across the US. 

For the next quarter of a 
century he wheeled and dealed. 
He made one fortune by cor- 
rectly anticipating a run on 
beer barrels at the end of pro- 
hibition annHwr by Spot- 
ting in 1940 that a shortage of 


Occidental stock rises as Irani takes helm 


STOCK markets do not 
respect the dead, not even Dr 
Armand Hammer. News of the 
Occidental Petroleum chair- 
man’s death prompted a sharp 
rise in the company’s share 
price yesterday morning, as 
bad past rumours of his 
demise, writes Martin Dickson 
in New York. 

11m unsentimental reason is 
a belief among most analysts 
that Occidental is likely to 
performing better under Dr 
Hammer’s designated succes- 
sor, Hr Ray Irani, than it has 
in recent years under the dic- 
tatorial Dr Hammer. Alterna- 
tively, it might attract a take- 
over hid. 

While Dr Hammer may have 
been one of the most remark- 
able and Individualistic busi- 
nessmen of the 20th century, 
this has not translated into 
great profits to investors. 

The Occidental share price 
Is not much higher than it 


was at the start of the 1980s, 
while a broad basket of US oil 
stocks has almost trebled in 
value over the same period. 

And on a wide variety of 
financial measures - such as 

nrafil HianmiK. pa rninra DBT 

share, and total returns to 
investors — Occidental has 
badly lagged most other lead- 
ing US oil companies. 

The group's main attraction 
ha« been fibs unusually high 
dividend - giving a yield of 
about 10 per cent 

Nevertheless, Dr Hammer 
transformed Occidental over 
the past 15 years from a mod- 
estly sized oil company, with 
a high exposure to Libya, into 
a large, integrated energy and 
chemicals business. He shifted 
most of its in terests to the US 
and maintained a high profile 
hi Britain's North Sea, where 
its Piper Alpha platform suf- 
fered a c atastr ophic explosion 
In 1988. 



Moreover, Occidental has 
one of the best records in the 
industry to finding oil at rel- 
atively low cost, for replacing 
its reserves and for cannily 
trading ofi. assets. 

The problem has been that 
all this involved a heavy debt 
burden, while some of Dr 
Hammer's HmIb turned out to 
be none too profitable. The 
1985 acquisition of mtan, a 
Mg gas pipeline company, was 
hit by fierce competition, 
while Wall Street was baffled 


by the group’s move in the 
early 1980s into the meat- 
packing business. 

However, one of the group's 
most recent large acquisitions 

- that of Cain Chemical for 
<1.25hn in 1988 - proved suc- 
cessful, placing the company 
among the US petrochemical 
leaders, with a well-inte- 
grated, low-cost business, 
sales last year were more than 
$5bn, while earnings were just 
over film. 

Much of the credit for build- 
ing the chemicals business 
goes to Mr Irani, a Lebanese- 
born chemist who came to 
Occidental from the presi- 
dency of Olln, another US 
riimricalw company, in 1983. 

Mr Irani - a man as retir- 
ing as Dr Hammer was social 

- is not expected to retain 
the late chairman’s attach- 
ment to many of Occidental's 
less profitable peripheral 
activities. 


whisky and a surplus of pota- 
toes added up to an opportu- 
nity for a distillery business. 

He also made, fortunes in 
livestock feed and cattle. In 
1956, he and his wife each put 
$50,000 into a struggling West 
Coast oil company with total 
assets of just $78,000. Occiden- 
tal Petroleum was to become 
one of America's largest oil 
companies. 

As usual, he was lucky - 
Occidental almost immediately 
struck ofi. But there was also 
daring opportunism - the for- 
ays into Iibya and tire North 
Sea which made the company’s 
fortunes - and personal brav- 
ery. 

At crucial moments m nego- 
tiations with Col Gadaffi’s Lib- 
yan government. Dr Hammer 
would unannounce d in 
out of Tripoli to turn the nego- 
tiations his way. 

There was also plenty erf con- 
troversy. Years after the event. 
Dr Hammer is still attacked by 
rivals as the man who sold out 
Western interests in agreeing 
to Libyan price demands in 
1970: a move which has been 
described as the beginning of 
the end for the age of cheap 
energy. 

The oil industry was his per- 
fect outlet It was big, wealthy 
and powerful It brought end- 
less scope to negotiations at 
the highest levels of state. It 
had room for grandly ambi- 
tions and risky projects which 
aright or might not come off - 
a fertiliser deal with the Soviet 
Union said to be worth $20bn, a 
nrindboggling plan to shift nat- 
ural gas from northern Siberia 


to the US west coast, an inter- 
national trade centre In 
Moscow. 

There was the private jet, 
the innumerable press confer- 
ences, the non-stop work 
sc hed ule. As he moved into bis 
frighfctes . Dr vtemmw se em ed to 
become ever more dynamic. 

For years, he ruled the com- 
pany with what has been 
described as a “whim of iron”. 
At least half a dozen execu- 
tives were singled out as his 
heir apparent 

Although his shareholding 
was smaOThe treated the com- 
pany as Ills personal fief: at 
one stage, he made a habit of 
winking his directors to give 
him undated resignation 
letters. His own employment 
contract extended to 1998. with 
renewal options, and the 
wnnimi meeting was held on 
his birthday. 

The Un«a between his own 
interests and his company’s 
were blurred. Asked about its 
backing for Hammer's art col- 
lections, executives would 
respond wearily that the collec- 
tion had provided “significant 
public recognition to the corpo- 
ration.” 

Dr Hammer's motives and 
methods remain the subject of 
controversy. But his achieve- 
ments will seem to be more 
important in the long run. 

His business dynamism and 
energy, his steady champion- 
ing of East-West relations, his 
cultural exchanges and his 
philanthropic efforts: all these 
add up to an extraordinary life 
rimy. 


Canadian Liberal leader wins election 


By Robert Gibbons in Montreal 


MR Jean Chretien, flwnwdiww 
liberal lea de r, wan a seat in 
the House of Commons on 
Monday, taking the riding 
(constituency) of Beausejour in 
New Brunswick with 52 per 
cent of the vote, against 38 per 
cent for a strong local New 
Democratic party candidate. 

Beausejour, which is mostly 
French-speaking, has returned 
Liberals to Ottawa for SO years 
and the strength of the NDP 
showing was a surprise. 

The ruling Progressive Con- 
servatives did not field a candi- 
date. 

Mr Chretien, who held every 


important portfolio under Mr 
Pierre Trudeau, the former 
prime minister, re-enters the 
Commons after stepping out of 
active politics in 1986 when Mr 
John Turner won the race to 
the federal liberal leadership. 

Mr Chretien won the leader 
ship last June. He had repre- 
sented his home riding of 
Shawinigan in Quebec through 
eight successive elections. 

Mr Chrdtien promises a 
strong fight for Canadian unity 
ar>H wffl tackle the government 
of Mr Brian Mulroney, the 
prime minister, on economic 
and foreign policy issues. He is 


popular in stwgiteh hut 

has a low approval rating in 
Quebec because of his lack of 
support for the Meech Lake 
Accord. 

The accord, which recog- 
nised Quebec’s distinct identity 
within Canada's constitution, 
foundered earlier this year 
amid bickering among prov- 
inces. 

The Liberals also won the 
York North by-election in 
Toronto an Monday. Their can- 
didate won 53 per cent of the 
vote against 34 per cent to the 
NDP and 10 per cent for the 
Tory candidate. 
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next year 
‘to be 2.2%’ 

By Michael Prowse 

in Washington 

THE US economy will be in 
recession for the next six 
months hut should begin 
recovering before the end of 
next year, the National Associ- 
ation of Purchasing Manage- 
ment forecast yesterday. 

The association, which pub- 
lishes an Influential index .of 
industrial conditions, forecast 
overall economic growth next 
year of only 2J2 per cent,' 
before allowing to inflation. 
This i mplies a significant^ con- - 
traction in rend tenns-*. 

Mr Robert Brets, chairman 
of the association's lnuhieas 
survey committee, - said factors 
bringing about recovery in the 
- second half of next year would 
include “relatively strong 
growth of exports and a . 
declining trend in inflation**. 
The association expects' the 
dollar to remain at current 
levels or fall In. coming 
months. 

It said business pessimism 
had greatly increased'ln recent 
months. Four out of five pur- 
chasing managers now expect 
recession In 1991, compared- 
with only one in five in May. 
However, 61. per cent of mem- 
bers expect an improvement in 
the second half compared with, 
only ll per cent who see a - 
further deterioration of the 
economy. 

One of the factors polling 
dawn growth is a sharp 
retrenchment of business 

Investment. P irrriiaqlii g mnn. 

agers said capital- spending' 
would rise only 1.4 per cent 
this year, before allowing for 
inflation, compared with 7J9 
per cent in 1989. 

Bond sales to ' : : 
foreigners down 

DECLINING confidence in the 
US economy caused a sharp 
reduction in foreigners' 1 pur- 
chases of US securities in the 
third quarter, the Commerce 
Department reported yester- 
day, writes Michael Prowse. 

Foreign investors were net 
sellers of US shares for the 
fourth consecutive quarter but 
also sharply reduced their 
bond purchases. Net purchases 
of US Treasury hfTk slowed to 
$S00m (£256m) from $3£bn tn 
the second quarter. 

Net overseas sales of US 
securities. Including Treasury 
bills, were fl.lbn compared 
with net purchases of $6J5bn 
in the second quarter and 
$23bn in the third period of 
1989, 

However, the reduced capi- 
tal inflows were ofibet by a 
sharp Hwiiwe in us purchases 
at foreign bonds and shares - 
to $900m from $lL2ba in the 
second quarter. 


Argentina, UK improve ties 


By Robert Graham 

ARGENTINA and Britain 
yesterday signed an invest- 
ment protection treaty under- 
lining their commitment to 
improve aimmgriai ties in the 
wake of restored diplomatic 
re lati ons. 

The treaty was signed in 
London by Mr Domingo Cav- 
aflo, Argentine foreign minis- 
ter, and Mr Douglas Hurd, Brit- 
ish foreign secretary. 

Mr Cavallo, who wound up 
two days of talks with British 
aEDeuds iwmI h nwfngmtmpm yes- 
terday, was the first Argentine 
foreign minister to visit Britain 
formally since the 1982 Flalk- 
lands conflict. 

■ . In his teHm with Mr Hurd, 
the Argentine foreign minister 


stressed that the Menem gov- 
ernment intended to make 
Argentine-UK relations a sym- 
bol of Buenos Aires' desire to 
play a responsible interna- 
tional role. 

The visit follows an agree- 
ment at the end of November 
an measures to conserve fish 
stocks in disputed waters bor- 
dering the Falkland Islands. 
The agreement, to conserve 
stocks of the Hex squid, 
involved a delicate but prag- 
matic approach by both sides 
to conflicting sovereignty 
claims. 

On one occasion last month 
the personal intervention of 
the two ministers was neces- 
sary to avoid a breakdown in 


negotiations. Both sides con- 
cede that the improvement in 
relations has proceeded faster 
than expected. 

Mr Cavallo believes this vin- 
dicates their approach of build- 
ing a friendship on practical 
co-operation and ignoring 
nationalist rhetoric. 

Yesterday's investment pro- 
tection treaty is designed to 
encourage two-way Inv es tm ent 
with simple clear-cut proce- 
dures, including arbitration. 

since full diplomatic rela- 
tions woe established, Argen- 
tine exports - have picked up 
quickly, averaging almost 
£20m a month compared to 
£8m previously- . 

British- exports have aver- 



Domingo Cavallo: friendship 
bunt on co-operation 

aged close to £13m a month. 
Prior to the Faiklands conflict 
Argentina was. annually, 
exporting £L87bi to the UK. 


Daley launches his 
bid for re-election 


By Barbara Durr in Chicago 

CHICAGO’S mayor Mr Richard 
Daley has launched his - re-elec- 
tion bid in what promises to be 
.a lively and bruising i cam- 
paign. The mayor* faces 
charges of racism and rampant 
government waste from chal- 
lenge re. 

• The mayor kicked off his 
campaign this , week promising - 
to cut p ro p erty taxes, make 
municipal government more 
efficient and move beyond the 
racial divisiveness that has 
plagued the- city. “This is no. 
time to rekindle the battles of 
the past,” he declared. 

Mr Daley is the'son rf the 
Chicago political boss, the late 
Mr Richard J. Daley, who was 
mayor from 1955 to 1976- Mr 
Daley Jr. was elected in 1989 
during a special byelection 
held to complete the term of 
Mr Harold Washington. Mr - 
Washington, who was Chica- 
go’s first black mayor, died 
just a year into his second 
four-year tom of office. 

Mayor Daley, a less colourful 
and more businesslike figure 
than his father. Is now stand- 


ing to a full four year term. 
He faces a Democratic party 
primary election on February 
26, to be followed by a general 
. election against a Republican 
candidate -and possibly a 
black third party candi- 
date -in April. 

In the primary,. Mr Daley 
will- confront two opponents,' 
Mr Danny Davis, the consen- 
sus candidate of a fragile coali- 
tion of Mack political factions, 
and Mrs Jane Byrne, a former 
mayor of Chicago and the only 
woman ever elected to . that 
post 

The Chicago Democratic 
mach i n e is not the powerhouse 
£t was under his rather -who 
could make or break presiden- 
tial races but Mayor Daley 
seems well In control of what’s 
left of 

With a relatively positive - 
record for his first 20 months 
in office, he c u r rent ly bolds a 
Substantial lead over his chat 
ln the primary and is 
tipped to win the April 

race. 


Indexation threatens 
Brazil wages pact 

By Christina Lands in RIo.de Janeiro 


HOPES of a Brazilian social 
pact to ease economic reforms 
are faffing after the govern- 
ment rejected a joint proposal 
by businessmen and mi forig to 
reintroduce indexation of 
wages to inflations ’ 

The government's counter 
offer, of a 3 per cent one-off 
soots . in January to" those 
earning less than $500 (£256) a 
; month was bring ridiculed yes* 
tertiay: Mr Jalr Meneguelli,: 
pr e si d en t of GUT, Brazil’s larg- 
.esit v ml o n , said “tire govern- 
ment has just buried any hopes 
of. a national understanding”. 
The. 'Union had demanded a 
cent re-adjustment of 


Businessmen were furious at 
the economic team’s refusal to* 
address the issues of high 
interest jratas^-whlch they say 
are driving many companies 
out-qf business, and the esti- 
mated $lDbn owed to the pri- 
vate sector by state companies 

and governments. 

- Official- monthly 

was ' * - * 


veto. After the veto 


declared uneonstitut 
the government Introdi 
five ‘provisional measures 
ing> indexation, each lastin 
a month before either lax 
or being defeated by Gong 
Unless the adminlstratk 
President Fernando CoHa 
Mello- cacuc o me up wrtic 

acceptable: alternative i 
expected to be defeated on 
issue once more this week 
Negotiations on a. social 
resume next Monday, but ’ 
the government 
indexation is the prime 
hehtnri rising inflation, a t 
premise appears unlikely. 

With inflation now-lass 
cent a month, according to 
oal figures released on I 
•jday, workers are iiwtoin g i 
.return to the 30-yoar-oldt 
<tice to prevent them suffe 
a massive drop in spent 
power; 

The -Economic Ministry 
frequently wanted that fai 
, to obtain a social pact wi 
to a far deeper recesi 
to order to force down fa 
turn. 


Cuomo backs NY newspaper strike 


By Alan Friedman in New York 


MR Mario Cuomo, governor of 
New York state and among the 
prospective Democrat candi- 
dates for the 1992 presidential 
election, has gone out on a 
political limb by voicing his 
support for strikers at The 
New York Daily News. 

Governor Cuomo addressed 
a boisterous rally of 6,500 peo- 
ple outside the newspaper's 
headquarters late on Monday 
and called for federal legisla- 
tion that would outlaw tbs use 
of permanent non-union work- 
ers. 

HO was joined at the rally by 


an odd coalition from the polit- 
ical light and left - including 
Cardinal John O'Connor, the 
Catholic archbishop of New 
York, and Mr Jesse Jackson, 
Democrat politician. 

The News, which is owned 
by Chicago’s Tribune group, 
has taken a hard line over the 
past seven weeks of the labour 
dispute, complaining about 
repeated instances of street 
violence and replacing its 2^00 
striking workers with 1,300 
non-union workers. 

This fits with the 
meat's strategy qf.i 


w orkfor ce by . half to save what 
ft estimates as $7Um (£36m) of 
excess operating costs. • 

The governor told the crowd 
to “stay strong" and said: "We 
Med to establish a balance in 
this country between the peo- 
ple who work and the people 
who invest and manage. 

.JP 16 News has seen Its dreu- 
fatson drop from Lim to 508,000 
sto“ ! the strike began to late 
October. 

'totoes Hoge, the paper's 
publisher, has already dis- 
missed past offers of mediation 
byMr Cuomo. 
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WORLD TRADE NEWS 


US company to 
share in $50m 

Kansai contract 


By Robert Thomson in Tokyo 


A CONTRACT for a haggagw 
handling system for the contro- 
versial Kansai International 
Airport project was awarded 
yesterday to a consortium 
including Austin, a US engi- 
neering company, and Benner 
Maschmenfabrik of Germany. 

Competition tor the $50m 
(£26m) contract had been over- 
shadowed by US complaints 
that a people-mover system 
contract went unfairly to a 
Japanese consortium, and that 
the construction of the 
Tl.OOObn (£3.87bn) airport, 
intended to be a model of open 
bidding, has been a closed 
shop. 

Austin had indicated it 
would lodge a formal com- 
plaint if the contract went to 
the Japanese company which 
Japanese press reports several 
months ago suggested would 
be the dkmy winner. ' 

Four consortia competed for 
the handling contract, and 
apart from Austin andBeumer, 
the winning consortium also 
includes Kawasaki . . Heavy 
Industries of .Japan; which 
fanned a p ar tne r ship with the 
US company In 1888. 

Austin said the company 
was “exhausted and delighted" 
after four years' preparation. 


and that the contract “marks 
our arrival in the Japanese 
market in a big way".. 

Controversy over contract 
procedures - has compounded 
already serious construction 
delays for the Kansai intern a, 
tional Airport Company 
(KIAOp which is building the 
airport on reclaimed land in 
.Osaka Bay. The prelect was 
due to be completed m spring 
1993, but is' unlikely to open 
before autumn 1994. 

Several US senators 
suggested sanctions be 
imposed on Japanese construc- 
tion companies in the US if the 
baggage handling contract did 
not go to a US company. In 
May 1988, Washington and 
Tokyo agreed an the 14 Major 
Projects Plan, designed to pro- 
vide access for US nrumpawiaq 
to large Japanese construction 
projects, with the Kansai air- 
port as the largest. 

But the failure of AEGWes- 
tinghouse to win the ground 
transportation system contract 
and aUexatiims of bid-rlseiiur 
in a contract for reclamation 
work prompted US congress- 
men' to -demand Japanese com- 
panies be excluded from all US 
puhhcworks con stru ction. 


Brussels reopens case on 
Austrian steel ‘dumping’ 


TOE European Commission is 
to re-open an anti-dumping 
case against Austria, after 
complaints from UK producers 
that Austrian steel products 
are still being dumped an the 
EC market, Lucy Kalla way 
reports from Brussels. 

The action by Brussels coin- 
cides with the final stages of 
ftiffWmit talks with Austria v«d 
other European Free Trade 
Association (Etfta) countries on 
the creation of a European 
Economic space. If these are 
successful, one single EC-Efta 
market will leave no further 
scope for antidumping action 
between the two blocs. 

The complaint concerns steel 
corners used to .strengthen 
shipping containers. In 1985 
Austria gave Brussels a price 


undertaking; due to expire 
year. George Blair of Newcas- 
tle, the mam EC producer, has 
complained to the Commission 
that injurious dumping is still 
taking place, especially in 
Italy, which represents the 
largest EC market, and that if 
the price pledge is not replaced 
by a similar measure, matters 
will get worse. 

The Commission also 
announced a new inquiry into 
alleged dnmp fn g of iron and 
steel wire by Argentina, Egypt, 
Trinidad- and Tobago, Turkey 
and Yugoslavia. A. complaint 
was made by E u ral far , the trade 
body representing 75 per cent 
of EC steel makers, that the 
market share of these coun- 
tries had risen from 1-5 per I 
cent in 1986 to 10 per cent now. i 


EC to alert 
Gatt over 
US move on 
farm exports 

THE EC wfll -caD for “urgent 
attention” by . the . General 
Agreement- on Tariffs and 
Trade to any move by the US 
to Impose punitive forties on 
EC exports in reply for alleged 
loss of US feed grain sales to 
Spain. William Duliforce 
reports from Geneva. 

In a letter to Gatt, the EC 
contests the US right to take 
such action and rebuts as 
“clearly excessive and totally 
unjustified” the $4 20m 
X£218.7m) the US claim* its 
exporters have last in « wmnai 
sales after Spain joined the 
EG. The Commissfon is expec- 
ted to decide today to try to 
cool the dispute by offering to 
extend the existing compensa- 
tion agreement with the US for 
a short time beyond its expiry 
date on December 31. 

Mr Bay MacShaxry, Agricul- 
ture Commissioner, would 
offer the extension to Mr day- 
ton Yeutter, US Agriculture 
Secretary, in Brussels on Fri- 
day. “We do not want to do 
anything to precipitate US 
action. It would not help us to 
resume the (Uruguay) Round 
(talks),* an EC official said. 

The US is understood to be 
set to impose 200 per cent 
duties on EC form and bever- 
age exports worth some $420m 
hecange at Brussels* reluctance 
to renew a 1987 accord guaran- 
teeing a fixed level of imports 
of US corn and sorghum in 
Spain and lowered duties on 
29 US products. 

The EC denies the US allega- 
tion that it had refused to con- 
tinue a review of the situation 
provided Cm in the agreement. 
On the contrary , it attached 
great importan ce to conifrm- 
Ing the process. Contesting the 
$420m figure, the EC claims 

KfMwiWh l aip n r h of Wafa* end 

sorghum foam the US averaged 
no more than panw a year in 
1983-85, declining since the 
mid-1970s. 

About IXOQm of US exports 
of cereal substitutes, such as 
com gluten feed, to Spain in 
1989 also had to be token into 
account in determining US 
“losses” from Spanish acces- 
sion to the EC. The trilateral 
compensation agreement 
recognised these substitutes 
were replacing corn and sor- 
ghum-in the Spanish market 
and the EC pledge an access 
should be adjusted downwards 
accordingly, the EC said. 


Lilley outlines a way forward for the Gatt 

Reduced US expectations and a ‘friendlier* EC are required, writes Peter Montagnon 


T HE world's trading 
nations must ensure 
that the stalled Uruguay 
Round of multilateral liberalis- 
ation talks resumes as soon as 
possible, Mr Peter Lflley, UK 
Secretary of State for Trade 
and Industry said. Otherwise 
the outlook for the trading sys- 
tem,- in which protectionism 
has been growing even with 
the General Agreement on Tar- 
iff and Trade intact, is “pretty 

grim”- 

Last week’s breakdown of 
the Uruguay Round in Brussels 
and the indefinite adjournment 
which followed mean that it 
will now be more difficult to 
complete the talks, he said in 
an interview. 

The European C ommuni ty 
will have to pay a double price 
- once in the form of conces- 
sions to re-start the talks and 
once more with concessions to 
wrap up the final deal 
None the less, there are still 
prospects for completing the 
Bound which would p reserve 
advances made in the 14 
agenda items not directly 
affected by the impasse over 
form subsidies, he said. 

Mr John Major, the new 
prime minister, will push for 
resumption of the fe»Tfc« both at 
thin weekend's EC summit on 
monetary political 
in Rome - where the Round is 
now formally on the agenda - 
and at his meeting with Presi- 


dent Bush in Washington next ' 

“Heads of government have 
got to negotiate to succeed 
rather than to obstruct,” Mr 
Lilley said. 

The UK feces a difficult task 
c£ mediation in the transatlan- 
tic dispute over farm subsidies 
because Mr Major’s govern- 
ment is trying to mend its 
fences in Europe. But Mr Lflley 
believes that it would be wrong 
to try to mend those fences at 
the expense of the Gatt 

*TC anything, cur position in 
the Community was enhanced 
by. the clarity with which we 
argued our case (for pushing 
on towards an agreement) last 
week." 

At the end of the meeting 
Ireland was the only EC coun- 
try in favour of suspending the 
talks. Had ministers continued 
talking m Brussels, it might 
have been passible "to have 
cobbled together the elements 
of an agreement on agriculture 
by Sunday night,” Mr Lilley 
said. 

According to Mr Ray Mac- 
Sharry, EC form commission er, 
the Community was prepared 
to after specific commitments 
in Volume as Well aS Snanninl 

terms on restraining export 
subsidies, to permit farm 
imports up to 3 per cent of 
consumption and to modify 
substantially its rebalancing 
proposal lTnrfgr which in 



Lilley: Hmmd must r ewimie 


support would be offset by 
increased protection for some 
products such as oilseeds and 
corn gluten feed. 

Mr Lilley said that many 
countries in the Cairns Group 
of agricultural exporting coun- 
tries were privately prepared 
to look more closely at these 
proposals, but the US “didn't 
stop to investigate them.” 

“They have to start display- 
ing a genuine interest in the 
indications of flexibility which 
the EC has put forward.” 

One criticism of the EC’s 
approach was that its flexibil- 
ity on export subsidies and 
import harriers was accompan- 
ied by conditions twcUuMwg a 
"non-aggression pact” in farm 


trade. UK officials say it ought 
to he possible to finesse these 
conditions by negotiation in 
such a way as to remove their 
sting. 

Moving the form talks for- 
ward would not involve a 
major change in the EC’s offer 
to cut subsidies by 30 per cent 
Instead it would have to be 
made “more friendly and 
acceptable” to the other partic- 
ipants, Mr Lilley said. 

“We need to give the Com- 
mission adequate freedom to 
negotiate, and the Commission 
needs to exploit the freedom it 
is given to the limit" be added. 

Also, care must be taken to 
avert the immediate outbreak 
of a farm trade war. 

The US is already threaten- 
ing to impose trade sanctions 
against the EC from next 
month. This would follow the 
expiry of temporary arrange- 
ments allowing it extra grain 
sales to the Community as 
compensation for the loss of 
market opportunities after the 
accession of Spain and Portu- 
gal in 1986. Mr Lilley said a 
temporary rollover of these 
arrangements was now under 
consideration “though not for- 
mally agreed.” 

For its part, the US would 
have both to reduce its expec- 
tations of what could be 
achieved on form support and 
make a firmer commitment to 
curb its so-called deficiency 


payments to formers, he added. 
Though Washington considers 
these to be domestic subsidies, 
the EC has consistently argued 
that they distort trade as much 
as its own export supports. 

As they left Brussels at the 
weekend, US affinals said they 
felt let down by Mr Lilley's 
efforts to mediate there after 
he had failed to deliver a 
greater shift in the EC position 
on farming. Mr Lilley also 
annoyed some senior Gatt offi- 
cials last Friday by arguing 
against suspens ion of tiw 
By then their main concern 
was simply to stop the rot 
before it became any worse. 

Yet there is no mistaking the 
quiet determination which 
underlies Mr Lilley's seemingly 
diffident exterior. A member of 
the right-wing Tory “no-ium- 
ing-back group,” his belief in 
the benefits from a successful 
Uruguay Round is unshaken- 
Me. 

The Uruguay Round, he 
says, must be completed before 
the negotiating authority con- 
ferred by Congress on the Bush 
administration runs out In 

March 

Mr Lflley acknowledged that 
Mrs Carla Hitts, us Trade Rep- 
resentative, does see difficul- 
ties getting a realistic result 
through Congress, but the 
answer, he said, is “to educate 
Congress and play down expec- 
tations.” 


Germans seek Soviet housing bids 

By Davkl Marsh in Bonn 


GERMANY is seeking bids 
from foreign construction com- 
panies to help carry out 
DM7Bbn (£2_68bn) of orders to 
build awytmmwtaHnn in the 

Soviet Union for Red Army sol- 
diers and their families leaving 
eastern Germany. 

Although the lion’s share of 
the orders is likely to be won 
by companies in Germany, the 
Bonn Economics Ministry is 
organising tenders for the con- 
tracts on an international 
basis. 

Already many companies 
from throughout Europe and 


bidding for the contracts, 
which are due to be carried out 
Up until 1994. 

Economics Ministry offMala 
say that interested foreign 
companies include those from 
Britain, France, Poland, 


Czechoslovakia, Hungary, Tur- 
key, Finland, South Korea and 
India. 

The ministry wants a signifi- 
cant proport io n of orders to go 
to hard-pressed construction 
companies in eastern Ger- 
many, which are suffering an 
acute loss of Orders. 

Balancing out the orders 
would be one way of avoiding a 
further tightening of condi- 
tions in the west German con- 
struction industry, which is 
experiencing booming order 


tag soldiers formed a big part 
of the aid package agreed 
between Bonn and Moscow in 
September to win Soviet 
approv al for German reunifica- 
tion. 

The German government 


agreed to provide the Soviet 
Union with grants totalling 
DM12bn up to end-1994 
together with an interest-free 
loan of DMSbn. 

The Soviet Union will use 
the DM79bn component of the 
package to construct 36,000 
separate homes, as well as pro- 
duction lines for making pre- 
fabricated. housing modules. 

The Economics Ministry, 
which has negotiated the 
details of the bidding proce- 
dure with Moscow, hopes to 
finalise drawing up the tender 
documentation by early Janu- 
ary, and to ntaka quick deci- 
sions on choosing the first con- 
tractors. 

Work on the first projects in 
a wide variety of areas west of 
the Urals is scheduled to start 
in the spring. 


hooks. 

Large-scale German funds 
Asia have shown interest in . for building homes for return- 


UK consortium offers to 
build Kiev food plants 


A CONSORTIUM of leading UK 
food companies, which went to 
the Ukraine to advise on creat- 
ing a modem Integ ra ted food 
chain, has offered to train 
managers and build or refur- 
bish four demonstration plants 
for meat, milk, fruit and vege- 
tables in the Kiev area, 
Anthony Robinson, East 
Europe Editor, writes. 

The consortium found retail 
outlets received the lowest pri- 
ority for allocations of food 
supplies and recommended pri- 
vatisation of the biggest 60 
retailers backed by a coopera- 
tive buying organisation. 

Booker Tate, one of the con- 
sortium members, also 
expressed interest in helping 
set np a cash-and-carry organi- 
sation allowing retailers to buy 
from wholesalers. While will- 


ing to provide technical exper- 
tise, consortium members, 
which include the Vestey 
Group, Allied Lyons, APV, 
Booker Tate, Taylor Woodrow, 
United Biscuits and Morgan 
Grenfell, were reluctant to 
invest shareholders' funds at 
this stage. 

The UK government “know- 
how fund”, recently topped up 
with another £20m for assis- 
tance to Soviet projects, is 
expected to help with manage- 
rial and other training. 

But the “relatively small” 
investment required to refur- 
bish the Kiev meat Kombinat 
and fruit processing facilities 
and build two new commercial- 
scale demonstration plants for 
milk production and frozen 
vegetables will have to come 
from local sources. 




Mannesmann’s decisive edge 



lesting die flight simulator: 
r/mrpW itBuiMitaf system COflVfcltS 
the control commands from the 
codcpit with the utmost piedskm 
into fluid motion - using 
Kyrir pnlict from Mannesman!! 
Rexnrth Hydraudyne. 




Computer-controlled 
hydraufic systems 
for flight simulators 

Tough flight t raining on die ground: 
Simulators recreate the reality of the full 
spectrum of flying conditions -take-offs, 
landings, sidewind, turbulence, bad- 
weather clouds, etc. Pilots can learn and 
master their trade without risk and at 
less cost than, full time, airborne training. 


The most advanced simulator in the 
world is made fay Maxmesmann Rexroth 
Hydraudyne. Its electronically controlled 
hydraulic system with friction-free 
servo cylinders and cardan joints can . 
move up to 10 tonnes deadweight 
“backlash-free” in all six degrees of 
freedom, converting commands from the 
cockpit with computer precision into 
fluid multi-dimensional motion - die 
perfect system for flight training and for 
research and development in aircraft 
engineering. 


MjinitMnhtnn holds plan ts and machinery, 
makes parts and components for die automotive 
industry, manufactures hydraulic, pneumatic and 
electrical drives and controls, develops and 
supplies measurement, automation and informa- 


tion 


provides services and trades an a worldwide scale. 
Income Hum sales earned by Its 122,000 employees 
Seam die region of DM 223 billion. 


Mannesmann AG 

D-4000 Dusseldorf 1 


manrasmavui technology 
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INTERNATIONAL NEWS 


Japan’s economic 
policy makers at 
odds on slowdown 


THE MIDDLE EAST 


States hit by Iraq embargo need extra $5bn 


By Peter Riddell, US Editor, in Washington 


Israel given 
promise on 
its interests 


By Ian Rodger in Tokyo 


THE director general of the 
Japanese government's Eco- 
nomic Planning Agency (EPA) 
b as «amed of a slowing pace 
in some sectors of toe economy 
and urged the Bank of Japan 
to ease monetary policy. 

But th*> central fwnfr, which, 
yesterday published its widely 
respected quarterly survey of 
business sentiment, reiterated 
its view that the economy 
remained on a high plateau. 
“The underlying strength, of 
the economy has not changed* 
Mr Maaaaki Nakao, the Bod’s 
nhirf economist said. 

This is the first time In sev- 
eral months that signs of fric- 
tion have emerged among the 
country’s economic policy 
makers. It comes as toe impact 
of the central bank's tight 


Miu ouLtc/ hum 1 1 — - ■ ■--- -- — — 

SS Franc e to ! wost I Democrats back Bush tactics 


monetary policy appears to be 
spreading from the previously 
bloated financial sector to a 
lew industrial sectors. 

Figures published yesterday 
showed that private sector 
machinery orders, excluding 
those from shipbuilders and 
power utilities, fell 7.6 per cent 
in October from September 
while those from toe public 
sector were down 122 per cent. 
Overall machinery orders were 
up 3.8 per cent, thanks to a 45 
per cent rise In overseas 
orders. Retail sales, car sales 
and banning starts have also 
been weakening lately. 

Mr Hideyuki Aizawa. toe 
EPA director general, said toe 
effects of credit tightening 
were now being observed in 
areas other than toe prope rty 
sector. Mr Aizawa acknowl- 
edged that it was important to 
s tabilise prices, but he did not 
think there was much need for 
anxiety about them at this 


point The central bank’s quar- 
terly survey, known as toe 
Tankftn, provided evidence far 
both pessimists «nd optimists. 

The confidence indes of lead- 
ing manufacturers eased to 42 
in November from 46 in 
August and May and 52 in Feb- 
ruary, but was still strongly 
positive. 

TH p foifcv fl g nTg 1 b flip differ . 

ence between the percentage of 
respondents to toe survey who 
foresaw good business condi- 
tions and the percentage who 
were pessimistic about toe out- 
look. 

it grew Sharply from nega- 
tive levels in 1987 to more than 
SO in early 1999. The index for 
amaii and mediumsized manu- 
facturers eased two points to 
30. 

Also, capital spending Is stm 
booming. On an ali-lndustry 
iiarig, leading companies* capi- 
tal spending in the current 
year is likely to grow 17 per 
cent, an up w a r d revision of 4 J> 
per cent from the August fore- 
cast 

Corporate liquidity is weak- 
ening slightly, bnt cash 
securities balances are still 
equivalent to L89 months of 
sales, down from two months 
in the previous s u r v ey. 

Profit forecasts have also 
been cut substantially. Manu- 
facturing companies, excluding 
ool refiners, expect pre-tax prof- 
its to rise only L6 per cent in 
the current year to March 199L 
In August, they were still hop- 
ing for a 4A per cent rise. They 
are now expecting a 1A per 
wmt drop in profits in 6w> sec- 
ond half; compared with toe 
same period last year, whereas 
in August they were looking 
for a SB per cent rise. 


AN ADDITIONAL $5bn beyond 
existing commitments of $13bn 
will be needed next year to 
assist the frontline states of 
Egypt, Turkey and Jordan, 
hardest bit by wwiiw»>. sanc- 
tions against Iraq. 

The US Treasury will call a 
foil meeting of toe Gulf Crisis 
Financial Co-ordination Group 
to discuss next year’s needs , 
but the curran t signs are that 
around $5bn extra will be 
required, according to a senior 
US Treasury official. This is 
separate from the additional 
support being sought from 


other nations for military 
operations. 

This money will be raised 
primarily from Saadi Arabia 
and other Gnlf states which 
have benefited from higher oil 
prices and have so for made 
commitments only for fids cal- 
endar year. It is possible that a 
further appeal will be made to 
.Tapan m il i-ho European Cam- 
munity . 

ThA R nsh aeminfgtratinn hag 

come uniter strong congressio- 
nal pressure to seek additional 
money, especially from the 
beneficiaries of higher oil 


prices. The senior Treasury 
official expressed satisfaction 
abont the general magnitude of 
c ommitm e n ts but said toe US 
was dissatisfied with the speed 
of dis burse ment and the pat- 
tern of allocation. 

In particular, Japan was 
slow in u tarK i i g to malm avafl- 
able the $2bn it has 
in its c ur re n t fiscal year, while 
the 6700m promised by the 
European Commission (out of 
$22bn from Europe as a whole) 
will not be disbursed until 
early Twrt wwntt. 

Moreover, there is c on cern 


that Jordan is not receiving 
en ou gh assistance, particularly 
hfwancp of fha refusal of Guff 
states to assist it. While Egypt 
is receiving ample help. Offi- 
cials were meeting in Washing* 
ton yesterday to review the 
pattern of disbursements. 

Up to a rannth ago a total of 
S13bn had been committed for 
1990 and 1991 by Saudi Arabia 
and other Gulf states ($8.4hn), 
the EG end Japan. Of this 
JlO-Sbn was intended for the 
three frontline countries with 
roughly $2£bn going to st a te; 
such as Syria, Lebanon and 


Morocco* Of the total amount 
only about a third had been 
disbursed a month ago, though 
nearly three-fifths of toe firmly 
allotted amount But the US 
Treasury believes the flow has 
increased “substantiaOy^smM 
thwi, though not as much as it 

would like. 

These amounts are separate 
from the International Mone- 
tary Fund and World Bank 
suonort for these countries* 
economic reform programmes 
and ti» additional support beg- 
in* given to other states 

affected by higher oil prices. 


troop numbers 


Kaifu prepares to give in 
over calls for reshuffle 


By Ian Rodger 


MR Toshiki Kaifu, the 
Japanese prime minister, is 
resisting wins Dram his ruling 
Liberal Democratic Party 
(LDP) for a cabinet reshuffle 
tots month but, tacking influ- 
ence within toe party, he Is 
likely to have to give way. 

Hie pressure for a shake-up 
has nothing to do with toe per- 
formance of Mr Kalfti and his 
cabinet, even though the pome 
minister has been widely critic- 
ised for foiling to show leader- 
ship on toe Gulf crisis and the 
Uruguay Round of multilateral 
trade negotiations. 

Indeed, toe bosses of the big 
LDP factions have made clear 
they want Mr Kaifti himself, 
whom they find easy to manip- 
ulate, to stay on until the end 
of his two-year term next 
autumn. However, they want 
to exercise their right to give 
some new stars or long-servers 
a turn in the cabinet 

Although Japanese cabinet 
members do not usually 
remain in nfflM lung e n o ugh to 
get a grip on their portfolios. 


Mr Kaifu has been arguing 
that cabinet stability is vital at 
a time when the gove rn ment is 
facing the colla pse of the Uru- 
guay Round, new turns in toe 
Gulf crisis a«d other issues. 

Yesterday, top officials of the 
leading LDP factions met and 
agreed that a reshuffle should i 
take place before the end of the | 
year, regardless of Mr Kaffir. 

Mr Kaffir - who is normally 
docile when party leaders 
order Mm about or slight Mm, 
as they often do - struck back 
immediately, saying that the 
timing erf a cabinet reshuffle 
was up to him alone to decide. 
He also let it be known that he j 
was still opposed to having pol- 
iticians in his cabinet who 
were implicated in scandals 

In February, following the 
LDP’s big election victory, Mr , 
Kaifti successfully resisted 
pressure to take politicians 
tainted by the Recruit scandaL 
At that time though, he had 
the authority of an election 
winner, and toe party had no 
ready replacement. 


China irked by rising cost 
put on Hong Kong airport 


By Angus Foster in Hong Kong 


CHINA yesterday stepped up 
its criticism of Hong Kong's 
port and airport plans by acc- 
using the Hong Kong govern- 
ment of duplicity when esti- 
mating toe costs of the hugs 
developments. 

Lu Ping, the new director of 
the Hong Kong and Macao 
affairs office aim therefore a 
key spokesman on China’s pol- 
icy towards Hong Kong, made 
the comments as the Hong 
Kong government released its 
first detailed cost breakdown 
on the airport plan since it was 
announced in October 1989. 

Lu claimed Hong Kong's gov- 
ernment was “playing with 
words* ami that its statements 
to the Hong Kong pe ople w ere 
different from those given to 
China. Lu also questioned esti- 
mates of Hong Kong’s future 
reserves and said the costs of 
the developments could affect 

the stability of the Hong Kong 
dollar. 

Although China is thought 


to agree that Bong Kong needs 
a new airport to replace the 
ov erst re tc hed single runway at 
Kai Tak, it is unhappy with the 
costs of the project. Some 
obs e rvers think CMne is using 
the airport issue to stress its 
right to have a say in the run- 
ning of Hong Kong before the 
colony’s re t u rn to Chinese sov- 
ereignty in 1997. 

According to new figures, 
the airport itself will cost 
HKSSSbn (£JL53bn) at today's 
prices, while the total cost of 
ancillary projects, needed to 
have one of the planned two 
runways open by 1997, is 
HKSTSbn. 

MT Hanrfsh MacLeod, secre- 
tary for the treasury, said the 
new figures could not be com- 
pared with original forecasts of 
HK$127bn for the airport, port 
developments and related 
i nfr a stru cture up to 2006. He 
said the timeframe and the ; 
breakdown of the estimates : 
toil changed. 




One-story, 125,000 sq. ft. 

industrial facility 
on 6 acres in Wisconsin 
Development Zone 
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FRANCE plans to send nearly 
4JOOO more soldiers to Saudi 
Arabia by the UN Security 
Council’s January 15 Hem aitnp 
for Iraq to withdraw from 
Kuwait; AP reports from Paris. 

France, which currently has 
M50 troops in Saudi Arabia, 
Is exp ect ed to reinforce them 
with an artillery regiment, a 
tank regiment a combat 
helicopter regiment. 

Mr Jean-Pierre Chevdne- 
ment, the defence minister, 
said yesterday that command- 
ers in the field bad sought the 
move to ensure their troops’ 
security. Although French mili- 
tary sources have said France’s 
forces were vdl e quipp ed to 
halt an Iraqi famfc attack in 
their sector, they lack fire- 
power to contribute signifi- 
cantly to an offensive. 


By Peter Riddell 


US condemns 
Swedish stance 


THE Bush administration’s 
strategy of threatening war to 
force Iraq out of Kuwait has 
received backing from leading 
Democrats, though they have 
stressed the need for congres- 
sional approval before US 
troops are ordered into action. 

Both senator George Mitch- 
ell, the Democratic majority 
leader, and Congressman Les 
Aspin, the Democratic chair- 
man of the House armed ser- 
vices committee, support the 

Current aH minfot re H nn Hnp . Mr 


Aspin has said that only a 
credible ftwwt of mma will 
secure concessions from Presir 

Amt Sartrtarh pngsrifl "at the 
11th hnu r anil the S9th rntente 

This is a situation where you 
want to telegraph your punch.” 
Senator Mitchell stressed 


that, while President George 
Bush does not need the 
approval of Congress to 
threaten war, he doe need Its 
approval to make war. He 
noted the risks both in the 
absence of any guarantee that 
sanctions will work and “in 
prematurely abandoning sanc- 
tions ay *d r ushing to war*. 

Mr Aspin, however, noted 
the risks for the unity of the 
coalition and the economic 
damage in waiting for sanc- 
tions to work. 

The comments of these con- 
gressional leaders underline 
the c ur r en tly fluid debate on 

Ca pttol Wffl which rar m nt be 
neatly defined along party 
line s, or between peace and 
war groups. 

While many D emocrats are 


now ur g in g patience, tins does 
not necessarily mean that they 
would oppose military action 
in tate January if the diplo- 

maHr ennteftta fflfl. 

Meanwhile, a new bipartisan 
group. Including prominent 
Democrats such as Congress- 
men Stephen Solars, Robert 
Torricelli and Tom Lantos, as 
well as leading Republicans 
like Senators Bichard Lugar 
»nd J ohn McCain, has been 
formed to argue that the US 
should be prepared to use force 
to nwta sure that Iraq’s chemi- 
cal, biological and potential 
pmitaftr weapons are veriflahly 
dismantled or, if necessary, 
destroyed. 

The group calls itself the 
Committee for Peace and Secu- 
rity in toe Gult 


By Robert Taylor 

in Stockholm 


THE Bash administration has 
complained to Sweden over a 
letter sent by Mr Ingvar Carta- 
son, the country's prime min- 
ister* to Iraqi President Sad- 
dam Hussein that led to the 
release of all the Swedish hos- 
tages a fortnight ago* 

Mr Carlsson’s letter 
suggested “the fundamental 
camlet” in the Middle East 
was toe Palestinian question, 
not Iraq’s occupation of 
Kuwait 

Both Britain and toe US are 
o u traged by Mr Carlsson’s 
attempt to draw a parallel 
betwee n Mr Saddam’s seizure 
of Kuwait and toe Israeli occu- 
pation of Gaza and the West 
Bank. 


By Lionel Baftoor 
in Washington 

Shamir, the Israeli prime min- 
ister, that the US would not tty 
to resolve the Guff crisis at 
Israel's etpetue. _ . 

After a two-boor meeting at 
Che White House, which 
appeared to smooth over rela- 
tions between the two lea ders, 
Mr Shamir said he had won 
assurances that t he US would 
not link Iraqi withdrawal from 
Kuwait to the fate of Patestffl- 
in the occupied territories. 

Mr Shamir also delivered a 
strong plea to Mr Bush to offer 
substantial assistance to help 
Israel settle the continuing 
flow of Jewish immigrants 
from the Soviet Union. How- 
ever. the Israeli l e ad e r gave no 
specific numbers and Mr Bush 
offered no commitment in 
retai n. 

After the meeting bot h sides 
appeared anxio us to reaffirm 
Israel’s traditional position as 
America’s closest ally, retain- 


ing a “qualitative military 
edge” over Its Middle East 


^MrShamir reassured Mr 
Bush that Israel would con- 
tinue to keep a low profile in 
the Gulf - meaning, in diplo- 
matic code, that Israel does not 
intend to taimch a pre-emptive 
strike against Baghdad. Mr 
Bush made cfrstr that the US 
“could not But react" to any 
Iraqi attack on Israel, accord- 
ing to Mr John Kelly, US assis- 
tant secretary of state- 







Campaign grows for 
the arrest of Ershad 




By Reazzuddin Ahmad in Dhaka 
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The South African government ye ster d a y 
ordered army and police reinforcements 
into the black towrahip of Thokxna after 
street fighting killed about 35 people and 
wounded SO in less than JO hours, Patti 
Wakhndr writes from Johannesburg. Tbo- 
koza residents are pictured above with 


hn«naa of sou of toe victims* 

Meanwhile, Chief Mangosutim Bufhded 
- president of the Inhatha Freedom party, 
whose wete were Involved In yester- 
day’s fighting - declined to visit the trou- 
bled area with Mr Nelson Mandela, deputy 
president of the African National Con- 


gress, and other black leaders. 

The visit has been org anis ed by the 
South African Council of Churches, a 
g roup closely allied to the ANC, in mi 
attempt to halt violence which has left 
nearly 1*000 people deed in East Band 
town shi ps since Angns t 


A MINISTER In the fallen 
Bangladeshi regime of General 
fffteafa M ohammad Ershad 
was taken into what was 
described as protective custody 
yesterday amid reports that 
the fanner president was also 
about to be arrested. 

Since Gen Ershad yielded 
last Thursday to a campaign to 
oust m™ , there has been 
mounting pressure from stu- 
dents and opposition political 
parties in the interim adminis- 
tration for the arrest of frhn 
and members of his cabinet. 
Yesterday Mr M&hmudal Has- 

min, hmrtft nr l ntetor muter flwi 

Ershad, was reportedly put 
under house arrest 

The students have called for 
a big demonstration today in 
the centre of Dhaka, the capi- 
tal, and a senior police officer 
was quoted yesterday as say- 
ing he expected Gen Ershad, 
who last week sought refuge in 
th« D haka military canton- 
ment, to be arrested immi- 
nently. Student leaders are 
threatening to march on the 
cantonment 

Mr ShaBabnddfn Ahmad, the 
chief justice who is the coun- 
try’s ac ting p resident held a 
meeting with senior anny offi- 
cers in the cantonment yester- 
day. He sought co-oposumi in 
bringing the c ountry hack to 
normality. Some observers 
believe he discussed Gen 
Erafaad’s fate with the generals 

The country’s main opposL 





Ershad: charges prepared 


tion political parties warned, 
meanwhile, that they would 
resist any move for a political 
re h a b i l i ta tion of Gen Ershad, 
who has said that he will con- 
test elections set for next year. 

They demanded an immedi- 
ate trial of the former presi- 
dent on charges of seizing 
power unconstitutionally and 
plundering the country’s 
scarce foreign exchange 


Supreme amrt lawyers insti- 
tuted an inquiry to draw iq» 
corruption charges against Gen 
Ershad. 

Meanwhile, police have 
tight e n ed security at the reat' 
dence of Mr Ahmed foUowing a 
petrol bomb attack on Monday. 
There was seme damage but 
nobody Was hurt 


Top level talks for two Koreas India to cut public sector spending 


By John Rkfcflng in Seoul 


By KJC. Shanna In New Delhi 


MR YonHyongMuk, the North 
Korean prime minister, yester- 
day crossed into South Korea 
for a third round of high-level 
negotiations with Mr Kang 
Young Hoon, his South Korean 
counterpart. 

The series of talks are the 
highest-level contacts between 
the two sides since the penin- 
sula was divided in 1945. But 
diplomats and analysts expect 
Hf-Hfl p r o gress in narrowing dif- 
ferences between the two dele- 
gations. 

In a statement issued shortly 
after their arrival, toe North 


Koreans expressed pessimism 
about the progress of the talks. 
Su, spokesman for toe North 
Korean delegation. 

The Trmfn g HimhUng -M nrk In 
this round of talks is tikdy to 
be the Issue of a non-aggres- 
sion declaration which was 
proposed by North Korea In 
the last round of talks in its 
capital Pyongyang in October. 

South Korea insists that the 
two sides must conclude a 
basic accord on Inter-Korean 
relations before signing such 
an agreement. 

In spite of the difficult out- 


look there has been some prog- 
ress. Since the last meeting 
Seoul has taken a number of 
steps which win ease dispates 
with the north. Reverend Moan 
Ik Hwan, one of toe three peo- 
ple imprisoned in South Korea 
for visiting North Korea and 
Whose release was demanded 
by Pyongyang, has been has 
been freed. 

In addition. South Korea has 
indicated that it win not apply 
for UN membership this year. 
This may *™»tp pip ra t a North 
Korean concerns that Seoul 
wfll seek to join an its own. 


A COT in investment in the 
Indian pfubhc sector in toe next 
four years because of the diffi- 
cult external and internal eco- 
nomic position of toe country 
is envisaged by Mr Mohan 
Dharia, who took over as the 
new head of its Pbmnihg Com- 
mission yesterday. 

The previous government led 
by Mr VJ*. Singh had projected 
a total investment of mound 
Rs6,000bn (£i7Ibn), of which 
the public sector’s share was 
p l aced at around Rs3,600&n. 
Given Mr Dbaria's belief that 


the balance of payments as 
well as the sharp rise in the 
budgetary deficit warrants a 
cut m i nvestments, the impli- 
cation Is that the economy is 
expected to grow at less than 
the target of an aunual 5A per 
cent visualised by Mr Sfngh. 

Mr Dharia argues that an 
investment cut need not affect 
employment, saying that giv- 
ing priority to in v M tmaato in 
small industry and toe rural 
sector would increase employ, 
mesxt by 3 per cent annually . 

However, this. Is the same 
strategy that , was adopted in 


an approach to toe righto fire- 
year plan, covering 199040 sad 
formulated by toe previous 
gover nm ent It is thus difficult 
to see how Mr Dharia will 


The final document for the 
eighth plan was to have been 
fa ffld igd fast Match, bnt has 
still to be published, 
ifr Dharia said he was eon- 
setons of the severe strains on 
ton economy, bratm oat by pro- 
jections that the budgetary def- 
icit this year would be around 
Rsisobn rather than the 
Pfazmed RsBOtan. 


Algerian party comes clean over corrupt land deals 

Widespread publicity of past malpractices reflects divisions within ruling FLN, writes Frauds Ghiles 


L AND has always been a critical 
issue in Algeria, bat recent 
developments In the country 
have pushed this sensitive subject 
into the forefront of the country's 
affairs, and at the heart of the pofitfr 
cal and economic changes undo: way. 

The first is the publication of a list 
of 15,000 well-connected Algerians 
who appear to have improperly bene- 
fited from a' 1987 decision to allow the 
purchase of land nationalised after 
independence in 1962 and at the 
height of the agrarian revolution in 
1973. 

The second was toe decision to give 
back to 30,000 small and medium-sired 
landowners some 500,000 hectares of 
land expropriated in 1973. 

On the face of it, both moves should 
be widely welcomed. 

But they were at first greeted 
strong dose of scepticism Reform of 
the agriculture sector, hard-hit fay 
disastrous past policies, is long over- 
due: But also under way is a battle 
within the ruling Front da Liberation 
National (FLN) between the old guard 
and the reformers, the latter led by 
Mr Hamtoneha, the prime 


minister, who yesterday won an over- 
whelming vote of confidence from 
parliament to press ahead with liberal 
economic reforms. 

Mr Hamrouche believes that the 

tbe^neral election due in March ^ 
when nearly three decades of single 
party rule will be challenged oy 
recently-legalised opposition parties 
— la to come rkm on past malprac- 
tices. 

It was the electorate’s resentment 
over widespread corruption that 
accounted for the FL^s poor showing 
at local government elections last 
June. Unless the FLN can co n v i nce 
voters that it is putting its house in 
order, prospects for electoral success 
are poor. 

For the vast majority of Algerians, 
the agrarian revolution imposed by 
President Ahmed Ben Bella (1962-65), 
Anri the late president Hound Bo time- 
diene (1965-75), was a gruelling experi- 
ence. 

Land wad e x propri ated by the state 
on a grand scale, and the state ft™ 
sector proved inefficient Those that 
ltiaiMg at j tO retain their tend found 


themselves short of essential inputs, 
and required to Sefl their prodnee at 
below market prices. 

For Algerians emerging from 132 
years erf colonial rifle it was a painful 
experience. Property exjffopriatlon by 
toe French rules was nowbeingfol- 
lowed by more expropriation, albeit trf 
a different kitifl and with different 
intentio ns, fay toe post-independence 
government. 

Hence toe enthusiastic response 
when, in 1987, the state decided to 
return to toe private sector land that 
it had nationalised after 1962. 

Bnt purchases depended as much 
an political clout and patronage as 

the pric e offered ffnr fchftnrinm hencfl- 

daries of new land in 1987 had bean 
granted perpetual leases but most of 
them never paid any rent to the state. 
Nor have they repaid most of the 
loans they took out with the Banqtte 
de l’Agrlnifture et da D6 veloppement 
Rural. 

And so when early fast month El 
Moudjahid - tbedaily newspaper 
which has been the mouthpiece of the 
FLN since 1962 - started publishing 
lists of fanns and owners whose titles 


were tu dispute, it was the talk at the 

cofiee shops. 

*** wedc * new#* 
per published roughly 154)00 mm** 
?at of a total of 160,000 buyers. They 
included traders, civil servants, mut 
retired anny officers with close finks 
with Algeria’s "wimonViiifair a* 

Critics of the government were 
Immediately auqrftrinng 
Why would a newspaper that fa 
renowned for its loyal support <rf the 
fLN publish toe names?And surety 
names of alleged offenders and detalla 
tf their deah&gs should first be dtud- 
teOytto justice ministry, and then 
QriJbght before the courts, rather than 

Some of of the go*. 

emm/epFA 1987 decision seem to have 
got wind of what El MoudiahJd was 
about to do. They promptly handed 
tadc feefr property Sffl-Why w£S 
their names not made public? 

The answer to all these questions, 
many Algerians suspect. Is that the 
grodsehifa as much to do with hitter 
FLN Infighting between reformers 
and diahatds as toe remedying of pak 
injustices, "Also In on toe Set, it 


la thtt man in c 
tey from. 1984 to 


of farm- 
ana who 


iMiH^pinMifc uro auk mar a 

founded a new party, to promote ‘jus- 
tice and aocfaHsmy 
The impact of these tactics cm the 
difficult to assess, 
a l t ho u gh many Algerians behave that 
gey are a step into* right direction. 
What fa certain fa toot toe measures 

onmtng nndsr 

ciose panne scrutiny. 

Th e ex panded press frag become 

more critical since October 196SL when 

toe my party system ended, and has 
“pen further emboldened since the 
vfotory of the opposition fatamfe Sal- 
vation Ratt to the local elections last 

June. 

Equally critical are Algiers radio 
and the state-run tete^sfon, which 

SSSrtaS‘?L d ? fly debates between 
pol iti c ians and journalists. And their 
analysis often includes some tram- 

between 
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Sotheby’s cuts jobs in the UK ii 
response to slump in art market 


GULF CRISIS 



Hurd hints at swift war in 


Major urged to 
take decisive 


Gulf if deadline ignored 


role over EC 

By Philip Stephens 


By hro Dawnay, Political Correspondent 


Sotheby's, the fine art auctioneers, is to rationalise its 
operations to the UK. R will close down its two regional sale- 
rooms at Chester and BUlingshurst and construct a purpose built 
100.000 square feet auction room on the outskirts of London, 
possibly near Heathrow Airport. There will be up to 40 job losses 
at Chester and a similar number will go from the main operation 
at. Bond street (above) fat London. Sotheby's review ha s been 
accelerated by poor fi n ancial results. Turnover and pr ofits seem 
certain to be much lower in 1990-81, mainly doe to the 
in prices In the Impressionist and 20th century art iwaHrpty n 


BRITAIN IN 


Kinqpckattacks 
power sale 


Mr Neil Ktanock, the La- 
bour leader, accused the - 
government In the Commons 
of “swindling” the British 
people by selling off the 12 
state-owned regional electricity 
companies at 40 per cent below 
their true value. 




mmm 


Bltei 


Neal KVrvnn ck: 
electricity "sn 


He said the underpricing 
of the shares was a “national 
scandal” which had lost the 
British taxpayer £3bn. The 
charge was flatly rejected by 
Mr John .Major, the prime 
minister. 


Insurance row 


goes to court 


Sir Gordon Borne, Director 
General of Pair Trading, has 
decided to refer to the 
Res tri c tiv e Practices Court 
a dispute In the insurance 
industry over the involvement 


faflintiftt direct to the public, 
rather than through brokers. 

The row came to a head over 
the underwriting by General 
Accident of a system whereby 
most buyers of new Ford cars 
were being offered ‘’free”, 
insurance by the motor 
company. 

Members of the Institute 
of Insurance Brokers 
retaliated by agreeing not to 


Accident. 


TV group sees 
profits fall 27% 

Granada, the television and 
leisure group, reflected the 
full weight of the deeping UK 
recession with a 27 per cent 
drop In pre-tax profits to 
£121m. Granada said however 
that most of its businesses had 

performed weU in relation to 

Sts competitors and that it was 
maintaining its dividend, at 
125pashare. 

Trading profits of £16Sm 
were down n percent and 


earnings per share - folly 
diluted 22£p were down by 
25 per cent 
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Rover adopts 
EC ruling 


Toshiba to 
fund centre 
for research 


Toshiba, the large electronics 
and electrical manufacturer, 
has become the latest Japanese 
company to announce plans 
fora research centre in 
Britain. 

The centre, which will have 
an Initial budget of £600,000 
a year, will conduct basic 
reseandi into semiconductor 
and will be headed by 
Professor Michael Pepper of 
Cambridge University, one 
of Britain's leading experts. 

Toshiba Said it hoped the 
centre, to he sited in 
Cambridge, would cany out 
pioneering work in quantum 
physics which could fee used 
to make semiconductors in 
the next century. 


Hover, the car group, is 

chang ing Hu n widinn o-hwnn 

in response to European 
rulings on equal treatment 
far men waanen. 

Negotiations have been 
completed with unions on a 
single scheme, which will have 
assets of £1.5bn, to cover all 
employees and to remove any 
discrimination between men 
and women, said the group. 

The scheme provides for 
a common re tirem ent age of 
65, reflecting amendments to 
UK legislation following a 
European Court judgment. 


MILITARY factors may force 
an armed conflict in the Gulf 
soon after the expiry of the 
United Nations deadline of 
January 15 for Iraq’s with- 
drawal from Kuwait, Mr Doug- 
las Hurd, the foreign secretary, 
hinted yesterday. 

Saddam Hussein had already 
had the advantage of time to 
build up a war machine com- 
prising 300,000 troops and 2JM0 
tanks, he told the House of 
Commons. 

Then be added; “Every delay 
risks the likelihood of increas- 
ing casualties in the event of a 

conflict,” 

Mr Hurd's comments in the 
Commons’ second full debate 
on the Gulf came amid si gnals 
from the opposition Labour 
Party that the bipartisan con- 
sensus on the crisis could end 
if military force was used 
before sanctions had been 
given adequate time to work. 

Leading for the opposition, 
Mr Gerald Kaufman, the 
labour spokesman on foreign 
affairs, frurfatpri that “an over- 
whelming part” of the party 
believed sanctions were the 
way to resolve the dispute. 

Mr Hard had prefaced his 
warning with a fiB t m rnnaH that 
the aim of the aided military 
build-up was to encourage Iraq 



Meanwhile, day by day 
Kuwait was bring obliterated, 
its infrastructure removed and 
its people murdered and tor- 
tured. 

Tn his concluding remarks, 
Mr Hurd declared: “This coun- 
try faces the risk of war. The 
country is entitled to know 
why." 

It was not a question of who 


ruled Iraq, nor of the price of 
oil, but the principle of coHeo- 


Hnrd: casualty warning 
to leave Kuwait peacefully, 
adding that the deadline 
within UN’s Resolution 678 
was not “a timetable for mili- 
tary actum." 

But the foreign secretary 
then went cm to emphasise the 
arguments for swift action. 
While there was some evidence 
that sanctions were having an 
Impact, eight years of war with 
Iran had shown the Iraqi- peo- 
ple could endure hardship. 

*Tt must be questionable that 
sanctions will nmtaniinB the 
resolve of Saddam Hussein," 
he said. 


on, hut the principle of collec- 
tive security that was at stake. 
“We have begun to make the 
UN work, ’Tie said. “There is a 
subscription to pay if the bene- 
fits of collective security are to 
he earned." 

While Mr Kaufman endorsed 
this view ainn pnV fr the use of 
fence if necessary, he insisted 
that Labour’s support was fra; 
the UN and not for the govern- 
ment. In a carefully argued 
speech aimed, in pari; at his 
own backbenches, he said that 
the January 15 »i»a«mwA tnH 
been agreed only at the request 
of the Soviet Union. 

“The stipulation of a date 
does not indicate a trigger for 
the use of force,” he insisted, 

adding that militar y mneidap . 

ations should be secondary. 
“We should not be boxed in by 
the desert timetable." 

Gulf news, page 6 


A CONSERVATIVE pressure 
group yesterday urged Mr 
John Major, the prime minis- 
ter, to make a “decisive and 
con st r u ctive" contribution to 
European political nni™ at 
this week’s intergovernmental 
s miwnH meeting in uivmg by 
indicating his willingness to 
share national sovereignty. 

The Positive Europe Group 
(PEG), an umbrella group for 
Conservative businessmen, 
po lit i c ia ns and advisers, called 
for a range of institutional 
changes for discussion at the 
intergovernmental conference 
on political union. 

It argued that the changes 
should focus on three areas; 

• Transformation of existing 
political co-operation Into a 
formal European foreign and 
security policy; 

• Limited extension of major- 
ity voting in the Council of 
Ministers; 

• A similarly Hmlt ed exten- 
sion of the powers of the Euro- 
pean Parliament alongside the 
establishment of a permanent 
council of nnHfinn! pa rliamen - 
ta rian* in the Commnnlty. 

The group said that taken 
together the proposals repre- 
sented a balanced package 

which would allow Mr Major 
to he seen as a “constructive, 
sensible partner", adding- that 
it was essential to “face up to 
the reality of sovereignty-shar- 
ing in the Community**. 


Funds in jeopardy 
as financial group 
goes into liquidation 


By Sara Webb 


THE Levitt Group, a leading 
British financial services com- 
pany, yesterday went into liq- 
uidation leaving up to 18,000 
investors nuclear as to the 
state of their funds. 

KPMG Peat Marwick McLin- 
tock, a London-based account- 
ing and consultancy firms, was 
appointed liquidator of the 
company and The Levitt Group 
(Holdings), its parent, alter dis- 
cussions with the directors and 
institutional shareholders. 

The liquidators were, how- 
ever, unable to give any reas- 
surances as to whether clients' 
funds were intact or not 

The group, one of Britain’s 
largest private financial ser- 
vices companies, was last week 
told bt Funhra, the regulatory 
organisation, to cease business 
following the discovery of 
irregularities in the accounts. 

The group is also under 
investigation by the Depart- 
ment of Trade and industry. 

Parts of the financial ser- 
vices company and other sub- 
sidiaries which are mostly 
wholly-owned by The Levitt 
Group (Holdings) may be sold 
in the near future. 

Mr Tim Hayward, of Peat 
Marwick McLintock, appointed 
to handle the liquidation, said 
they would be looking at 


whether other subsidiaries 
such as the insurance and 
mortgage broking business 
would continue operating or 
whether they should be liqui- 
dated too. 

Describing the financial 
information on Levitt as “less 
than perfect”, Mr Hayward 
gqjd flip* the company bad not 
been ahle to provide full infor- 
mation about the current state 
of its assets, liabilities, or the 
profitability of its business, 
and that there was uncertainty 
about the validity of the infor- 
mation it had provided. The 
company has been making 
“significant losses" over the 
last few months he added. 

to a statement yesterday, the 
liquidators said: “Our investi- 
gations at the weekend 
revealed a major shortage of 
Information on the companies’ 
finances. There is a great deal 
of further investigation to be 
done and the outlook for credi- 
tors is very uncertain.” 

Creditors include some of 
the clearing banks although 
Mr Hayward said that the size 
of the debts were not enor- 
mous. Peat Marwick McLin- 
tock will tefeft control of the 
assets and try to find buyers 
for them as soon as possible be 

mtltl 


Apology for 


Tory candidate 


The local Cons erv a tive activist 
at the centre of row in 
Cheltenham over the selection 
of a black parliamentary 
candidate has apologised for 
his allegedly racist remarks. 

Mr BUI Galbraith, a member 
of the local party executive, 
also pledged his frill support 
for black barrister Mr John 
Taylor. 

A statemenl issued by Mr 
Galbraith’s solicitors said that: 
“Mr Galbraith has written to 
Mr Taylor to apologise for his 
comments and to assure Mr . 
Taylor that hie' will not only . 
be voting for Mr Taylor at the 
forthcoming general election 
but will also offer his 
unequivocal support to the 
candidate.” 


Single housing 
market slows 


A fully i ntegr a ted stogie 
European housing fimnni 
market is extremely unlikely 
to emerge for many years 
according to a report 
published by the Woolwich 
Building Society. 

Though some European 


showing signs of convergence, 
legal and cultural obstacles 
and deep-rooted national 
differences mean that a 
uniform European residential 
property market cannot be 
quickly established. . 

One key difference is the 
degree to which the state is 
willing to support home 
buyers across Europe, with 
some countries providing more 
tax relief, legal assistance, 
and other help than others. 


Heath backs 
single currency 


Mr Edward Heath, former Tory 
prime minister, hsw 
enthusiastically backed a 
single currency for Europe and 
ridiculed the government’s 
suggested alternatives. 





Edward Heath: backing for 

a single European currency 


Mr Heath, who disagreed 
frequently with Mrs Margaret, 
Thatcher, said at an American 
Chamber of Commerce lunch 
In London, “The community 
moves by great leaps forward,” 
he said. “It doesn’t shuffle.” 


Light railway 


Sheffield is to have its own 
19 mile £23flm tight railway 

system, public transport 

fftinig ter Roger Freeman has 
anno unced. 
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Clark raises 
doubts over 
Nato role 

MB ALAN CLARK, the 
Independent-minded number 
two at the Ministry of Defence, 
has stepped Into a fresh con- 
troversy by making remarks 
questioning the usefulness of 
Nato and the need for US 
forces in Europe, writes David 
White. 

Officials at the MoD and the 
Foreign Office were taken 
aback by Mr Clark’s com- 
ments, made in a “personal 

n p m rHy" and r unning directly 
counter to gover nm ent policy. 

They sugges te d Mr Clark, in 
a speech at King’s College, 
London, was trying to stimu- 
late an academic debate by 
playing “the devil's advocate”. 

The remarks coincided with 
a speech by Mr Douglas Hard, 
the foreign secretary, in Berlin 
cm Monday night, describing 
the Atlantic alliance as a 
“vital asset” and railing on 
Europe to “welcome US forces 
in Europe”. 

Last week, ministers 

from 12 Enropean countries, 
faieindhig the UK, reaffirmed 
their view that US conven- 
tional and nuclear forces 
should be kept in Europe “at 
the levels required by the new 
security situation". 

Mr Clark told his audience 
he believed present alliances 
were obsolete and challenged 
what he called “increasingly 
bizarre suggestions” being put 
forward for Nato’s future role. 


Defence suppliers asked 
to defer payment demands 



By David While, Defence Correspondent 

SIB PETER LEVENB, 
procurement c hwf at the Min- Z&S 
istry of Defence, is trying to 
persuade defence suppli ers to 
defer demands for payment on 
certain contracts so that the 
government can avoid over- 
spending cm defence. 

The move comes in addition 
to a £ 600 m programme of 
short-term savings earlier this 
year. This involved a morato- 
rinm on new contracts in May 
and June while the MoD 
worked out its Ust of cats. 

Sir Peter, who is due to be 
replaced early next year, has 
started discussions with sev- 
eral defence contractors to 
enlist their co-operation in pre- 
venting a £400m overspend in 
the current financial year's 
de fen ce budget. Levene: sec 

One Tending' contractor said 
it Interpreted the approach "knock-on" t 
from the MoD as a “veiled their sob-cos 
threat”. Sir Peter, it said, had. Sr Peter 
not made specific proposals but posal to heai 
had couched his request in trade associa 
terms that suggested it was in in the Minis 
companies’ long-term interest November 9. 
to comply. the expecte 

Manufacturers are baulking arisen mostl: 
at the prospect of deferring meat areas 
contractual payments bat are ing. 
reluctant to take a public stand It is thong! 
against the proposals for fear eolations art 
the ministry might resort to upset by the 
cancelling contracts. They are ted inflatli 
concerned about the prompted the 
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Levene: seeking deals 

"knock-on” effect of delays on 
their sub-contrac tor s. 

Sr Peter first put his pro- 
posal to heads of industry and 

trada aSSOdfltiOPS «* * meeting 

in the Ministry of Defence on 
November 9. He tnW them that 
the expected over spen d ha d 
arisen mostly from non-equip- 
ment areas of defence spend- 
ing. 

It is thimghc that budget cal- 
culations are to be 

upset by the hlgherthan-expec- 
ted inflation rate, which 
prompted tiie ministry to make 


Sts short-term entharir earlier 
in the year. 

Mr Brian Lowe, director-gen- 
eral of the Defence Mamdao- 
turers’ Association, said Sir 
Peter had made r | pfl |- the min- 
istry was looking to its equip- 
ment programme to help 
resolve the budget problem. 

The proposal was to ask 
leading contractors “If they 
were prepared to make volun- 
tary delays in tin* submission 
of bills or to slow down the 
fulfilment of some orders”, he 
said. The MOD appeared to be 
counting on some companies 
welcoming the of delay- 

ing contracts because they 
were in the process of retooling 
or consolidating. 

The MoD has already this 
year renegotiated its sched ule 
for purchases of Warrior 
armo ured combat vehicles 
from GKN, slowing down the 
production rate at the com- 
pany's plant. 

The Society of British Aero- 
space Companies said the 
move “was to be expected”. It 
mti phaafagd that the MoD had 

“hot threatened, to withhold 
any money”. The practice of 
deferring expenditure from one 
financial year to the next, 
known as "pushing to the 
right”, fe well known as a tra- 
ditional Defence Ministiy ploy 
for hal an riii fl anrmal aCOOUUtB. 


Economists seek Erm realignment 


Pressures are mounting for Europe’s currencies, says Rachel Johnson 

CURRENCIES In the European ^. r; L ondon. 2 SLSSr tSt^^BfenniBs to 

exchange rate mechaSsm Sterling SnS <£ MO&ay, 

D~Mwk(DMpereT^ 3 yesL^^ontlnaed to 

AMss irniMmsmtmm&mmm weaken against a 

^ utmost ei^reSto dollar tog German mark on the for- 


CURRENCIES In the European 
exchange rate mechanism 
(Erm> should be realigned next 
year for the first time since 
1987,a meeting of British econ- 
omists was told yesterday. 

Pressure for a realignment 
haw been building as historic 
and unforeseen events -such 
as t he unification of Germany 
— and the variable conditions 
of nine 
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London, expectations have 
mounted although sterling ^nas 
not friten for on its effective 
i nd ftv- This Is because sterling 
owes its trade-weighted resil- 
ience almost entirely to dollar 
weakness, as the US currency 
has plumbed aQ-time lows this 
autumn. 

In the European system, 
however, sterling has per- 
formed unexpectedly badly. 
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“%SS^aneedforinte«t 
rate cuts In Denmark, the UK, 
and France, Mr Nigel Richard- 
son. of Warburg Securities, 
explained. But the Dutch guft- 
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Choosing Lufthansa quality is choosing 
experience and responsibility. 
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When you’re used to 
carrying a lot of responsi- 
bilities, you tend to expect 
the same sense of respon- 
sibility from others. Especial- 
ly when you put yourself In 
their hands when travelling. 
And that’s exactly why 
Lufthansa refuses to make a 
compromise when it comes 
to perfection. It’s why we 
invest DM 1.1 billion every 
year in the most uncompro- 
mising service and main- 
tenance system. If s why 
some 11,000 Lufthansa 
technicians, who spend 
years being trained in a 
system that sets worldwide 


standards, always feel fully 
responsible for you. 

In theory, of course, we 
could afford to be a little 
less perfect in our quality 
measures. 

At least, if we were happy 
just to follow the statutory 
standards laid down by 
manufacturers. But we 
think that's too little to meet 
the uncompromising quality 
levels we’ve set ourselves. 
Lufthansa was the world's 
first airline to practise a 
radical and farsighted 
technology that checks 
the health of our engines 
every second they’re in 


flight And even at the de- 
sign and production stages 
of our aircraft; we leave 
nothing to chance. On the 
new 747-400, our technical 
teams carry out over 1,000 
additional checks on top 
of the manufacturer’s own 
quality control. 

To illustrate our quality level 
in another way: just imagine 
that behind every second 
seat on a Lufthansa plane, 
there's a Lufthansa techni- 
cian. If s when you realize 
you have that much per- 
fection behind you that you 
can really explain the good 
feeling of flying Lufthansa. 


© Lufthansa 
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Mirimfll Hesdttne 

By Paul Bolts, 

Aerospace Correspondent 

MR MICHAEL Hesetttne, four 
years after he was UK defence 
secretary and less than two 
weeks into Ms new job as envi- 
ronment secretary. Is already 
embroiled in another helicop- 
ter row. 

The new environment secre- 
tary, who resigned from the 
Thatcher cabinst in 1966 ova 
the Westland helicopter affair, 
is now to decide whether or 
not to approve a highly contro- 
versial proposal by a consor- 
tium of leading UK business 
institutions to develop a beH- 
copter landing pad in the heart 
of the City of London. 

This follows the formal con- 
clusion yesterday of a public 
inquiry into plans to build a 
helipad on an elevated deck on 
the River Thames dose to Can- 
non Street railway station and 
next to British Telecom’s inter- 
national exchange. 

The promoters of the £lQm 
City helipad project include 
the Hanson group, Trafalgar 
House, and Midland Bank. 

They have faced virulent 
opposition from a number of 
other City powerhouses includ- 
ing Barclays de Zoete Wedd 
(BZW), British Telecom, the 
ANZ banking group as well as 
the Royal Fine Art Commis- 
sion and En glish Heritage. 

Mr Michael Brundel, the 
planning Inspector who has 
chaired the inquiry, is expected 
to complete his report and 
recommendations on the issue 
in the next six to 12 weeks. 

His recommendations will 
then be passed on to Mr 
HeseMne who is expected to 
take np to eight months to 
decide an whether or not to 
grant approval for the new 


The promoters of the project 
have faced an uphill struggl e 
ever since the City Corpora- 
tion's Court of Common Coun- 
cil rejected a planning applica- 
tion for the heliport. 

The heliport promoters have 
argued that their scheme 
would provide significant bene- 
fits for the City by anaWIng 
businessmen to avoid traffic 
congestion. They said that Lon- 
don needed a modem and effi- 
cient heliport to compet e with 
other European business cen- 
tres. London at present relies 
cm the heliport at Battersea, 
operated by Westland, where 
movements are limited to 
12,500 a year. 

Opponents of the scheme 
strongly disagreed at the 
Inquiry over the need for a 
foaliport in central London. Sir 
Martin Jacomb, chairman of 
BZW, said the absence of a 
helicopter landing facility in 
the Guy had never prevented 
the completion of a oeaL 

British Telecom also 
objected to the proposal 
because the new helipad would 
be Sited immediately in front of 
BTs Mondial House, the larg- 
est tdecommunlcations switch- 
ing centre in Europe. 
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was 

ting liability. 

Although there bad been a 
growing expectation at West 
minster - that, -under the new 
prime , minister, the govern- 
ment would have, a change of 
heart, the speed of the 
announcement - just a week 
after Mr Major said he would 
consider the matter - sur- 
prised MPs. 

Previously, ministers bad 
said further payments to the 
haemophiliacs would not be 
considered until legal proceed- 
ings had been concluded. 

More than 750 haemophiliacs 
and almost 200 of their depen- 
dants have taken legal action. - 
They are seeking compensa- 
tion for becoming infected by 
the Aids virus in the early 
1980s from imported blood 
products supplied through the 
National Health Service. 

About 1,200 haemophiliacs 
are known to have been 
affected and their plight has 
been the subject of a strong 
cross-party campaign. 

The package, agreed between 
Mr Major, Mr William Walde- 
grave, health secretary, and Mr 
David Mefior, chief secretary to 
the Treasury, depends on the 
lawyers acting for the haem<>. 
philiacs recommending it to 
their clients, and then on the 
litigan t s agreeing not to pur- 
sue their actions. 

Mr Major and Mr Walde- 
grave both emphasised that 
the move came from prop osals 
put forward by the lawyers 
who, Mr Waldegrave said; 
deserved credit for “judging 
something both fair and within 
the realms of possibility for. 
as". 

He said the government 
would provide about £42m to 
the MacFariane Trust, which 
adminis ters funds for baenu>- 
phihacs and their ferniffloq, in 
addition to £34m the govern- 
ment had already paid. The 
money will be distributed 
according to families’ circum- 
stances. A couple with children 
xrald receive about £60,000. 

Payments from the trust 
would not affect recipients* 
entitlement to social security 
benefits. This could be worth 
SWWQ a year to a couple with 
two children and £s ,000 to a ' 
single person. 

While there was criticism 
trom some opposition MPa that 
the concession had taken so 
h>ng, and the Haemophilia. 
Society regretted that the set 
lament was “so low”, Tories 
welcomed the agreement as a 
sign the Major administra- 
tion's “caring* attitude. 

The government's appar ent 
change of attitude has raised 
hopes at Westminister of a bet- 
deal for ex-servicemen 
by cancer following 
service m the Pacific when the 
government was conducting 
nuclear tests in the late 1950s: 

** Waldegrave 

23, J “S 1 ***? could 

™iy have been proposed If 
Mrs Margaret Thatcher had 
2J|be<ai prime minister, fafe 
** <* tosh 

wantr had «ane to the issue. 
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Squatter camp ' school * m So»t& Africa. 


EDUCATION IS LIBERATION. 


What is South Africa’s most important resource? 

Gold, platinum, coal, diamonds? 

At Anglo American, South Africa's biggest mineral 
resource group, we believe that South Africa's most 
important resource is its people, particularly its children, 
who today make up 40 per cent of the population. It 
is a resource which is grossly neglected. 

Rapid population growth, inadequate education, 
poor teaching, overcrowded schools, and years of political 
upheaval which demanded 'liberation before education,* 
mean that half of South Africa’s children can't read or write. 

Without education and training to develop their skills 
and their talents, they will remain poor mhm 

And, starved of their skills, the South i 
Africa they inherit will become poorer; its other I ANGLO 
resources will remain untapped. 


Which is why Anglo American, for many years, has 
invested heavily in training and education. 

Today we and our associates fund 1,913 students 
with high school, university and technical college bursaries. 

We fund pre- university bridging programmes for 
students from educationally deprived backgrounds. 

Our group also spends more than R200 million a year 
on skills training for our employees. 

Through our Chairman’s Fund, we support technical 
high schools, better teacher training programmes, pre- 
school and non-radai' education. 

And we have helped rural communities to build 568 


classrooms so that 'school 9 is more than a patch of bare 
earth, and children like these can begin to acquire the 
education they need to be truly free. 

Not only to vote but to create wealth for themselves 
and prosperity for their country. 

So that they can become the engineers, the geologists, 
the technicians and the managers who will help us to develop 
South Africa’s other resources for the next generation. 

South Africa will continue to need big private 
organisations capable of undertaking large and important 
projects without risk to public funds. Projects that will be 
the engine of growth for all Southern Africa. It will need 
■HBa companies like Anglo American, with the vision 
I and the resources to invest in the future. 


AMERICAN CORPORATION OF SOUTH AFRICA | Thinking big. Thinking ahead. It’s what 

we do. And do best. 


IF YOU'D LIKE TO KNOW MORE ABOUT WHAT WE'RE DOING. PLEASE WRITE FOR OUR FACT BOOK TO* ANGLO AMERICAN CORPORATION. DEPARTMENT NO. PTII. PO BOX 43. LONDON EClB IPT. 
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AS YOU TRAVEL. IT SOON BECOMES 
CLEAR THAT SPAIN OFFERS AN OPPORTUNITY 
TO SAMPLE SOME VERY GOOD VINES IN 
PERFECT SETTINGS. THE BARS AND CAFES 
NOT ONLY PROVIDE REFUGE FROM THE SUN. 
BUT A VIDE SELECTION OF COOL. FRAGRANT 

IN THE SEARCH white vines and rosados. 
FOR THE REAL SPAIN, THE AT LUNCH - ,N THE 

COBBLED SGUARES AND 

WINES ARE ONE OF 
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FT LAW REPORTS 



Building case must go to 

arbitration 




, COURTYARD GARDENS. 

THE GREATEST REWARDS. THE LIGHTER REDS are 
GOOD COMPANY FOR LOCAL DISHES, AND 
ALWAYS MAKE EASY DRINKING. 

Dinner, usually calls for one of 

SPAIN’S FULL-BODIED OAK-AGED RED WINES. 

Wherever you co. you-ll find a vine 
FROM SPAIN FOR EVERY OCCASION. 


A CAMERON LTD v JOHN 
MOWLEM & CO PLC 
Court of Appeal (Lord Justice 
Neill, Lord Justice Balcombe 
and Lord Justice Manny 
November 20 1990 



kTT # 

mm 


« Mt .(! 


Hunt ''i-i'.L ?/l '■* ;'[V 




ITMB SPAIN JUST WAtTINO TO BS TASTED. 


AN ADJUDICATOR'S decision 
under the DOHA form of 
building contract in a dispute 
as to setoff is only b inding 
pending arbitration, and is 
therefore not a final award 
enforceable by the court In the 
same way as a judgment And 
in deciding whether a contrac- 
tor can set off a claim against 
Interim payments due to a 
subcontractor, the adjudicator 
has no power to ascertain the 
value of the Interim payment, 
so that any disagreement as to 
the figure must be referred to 
the arb i tr a tor and the adjudi- 
cator’s decision cannot be 
enforced faimwHafaiy 
The Court of Appeal so held 
in two actions, when dismiss- 
ing an appeal by A Cameron 
Ltd from a decision of Judge 
Esyr Lewis QC, sitting as an 
official referee, refusing its 
application to enforce an adju- 
dicator's decision in the same 
manner as a judgment against 
John Mowiem & Co pic; and 
when allowing an appeal by 
Mowiem from a decision by 
judge Fox-Andrews QC, sitting 
as an official referee, giving 
summary judgment for Came- 
ron for £51^337 against MOW- 
tem. 


WINES FROM SPAIN. MS CM It. TERN STREET. LONDON VIM IPR 


TRANSFORMATION IN 
EASTERN EUROPE 


The FT propose to pubtitli this foray on 
Fdmnry 4 1*91. 

It will be of particular interest to the 54% of the Chief Executives 
in Europes leading companies who are regular FT icadei*. If yon 
want to reach tins important audience. «n Henry Krzymuald on 
071 873 3699 or fax 071 873 3079. 


FT SURVEYS 


LORD JUSTICE MANN giving 
the judgment of the court, said 
cm December 11 1987 Mowiem 
HS Contractor wwrt fisiwunm an 
sub-contractor entered into a 
h nflding sub-contract for roof- 
ing works in Putney. 

The sub-contract incorpo- 
rated all the terms and condi- 
tions of building subcontract 
form, DOM/L 

Article 3 of DOM/1 provided 
that any dispute rmru»r the sub- 
contract should be referred to 
an arbitrator whose award 
“shall be final aim binding 0 . 

Clause 21 and 23 provided for 
interim payments to be made 
to the sub-contractor. The 
amount of the first and each 
interim payment was to be a 
“gross valuation" calculated by 
reference to the total value of 
properly executed subcontract 
work, and materials and goods. 

Where there was disagree- 
ment as to the amount of a 


gross valuation it could be that 
thee gross value of the subcon- 
tract work was not what was 
claimed but was a lesser 
amount, in that *hp claimed 
value was diminished because, 
for example, work was not per- 
formed in accordance with the 
subcontract 

By clause 23 the contractor 
was entitled to set off any 
claim for loss mid or expense 
incurred by him because of the 
subcontractor’s breach, pro- 
vided the amount of sebeff had 
been quantified in detail and 
the contractor had given the 
subcontractor 20 days notice 
of intention to set oft 

By danse 24, if the subcon- 
tractor disagreed the amount 
specified in the notice to set 
oil, he might send the contrac- 
tor a w r itten sta t ement setting 
out his reasons for disagree- 
ment, and at the same time 
give notice of arbi tr ati on to the 
contractor and request action 
by an adjudicator. 

On the basis of the notice to 
set off and the disagreement 
statement, the adjudicator in 
his discretion and without giv- 
ing reasons, was to decide 
whether the whole or part of 
the amount in' the notice 
should he retained by the con- 
tractor, deposited with a trust- 
ee-stakeholder, paid by the 
contractor, or dealt with in 
accordance with clause 24. 

By clause 24X4, the adjudi- 
cator's decision was binding 
“until tii* Twntf p r g og which he 
has given his decision have 
been settled by agreement or 
determined by an arbitrator or 
the court”. 

The subcontract works were 
commenced on June 3 1988. 
Cameron received interim pay- 
ments. 

On March. 7 1989 Mowiem 
wrote to Cameron giving for- 
mal notice of intention to set 
off £52,800 against payment 
due, for loss and expense 
incurred in respect of liqui- 
dated damages imposed on 
Mowiem by the employer, due 
to Cameron's alleged failme to 
observe subcontract condi- 
tions. 

An adjudicator was 
appointed. Cameron sent Mow- 
iem a written statement of dis- 
agreement, particulars of a 
counterclaim, a notice of arbi- 
tration, and a request for 
action by the adjudicator. 

On April 3 the adjudicator 
decided that the £52,800 should 


be paid by Mowiem to Came- 
ron. 

Mowiem did not pay. Came- 
ron sought to obtain payment 
by two different procedures. 

First, it applied under sec- 
tion 27 of the Arbitration Act 
1950 for leave to enforce the 
adjudicator’s decision In the 
fpmra mann er as a judgment Of 
the court Judge Esyr Lewis 
dismis sed the application. 

Section 26 of the Act allowed 
enforcement only of an “award 
an an arbitration agreement". 

The judge held that the adiu- 
theater's decision was not an 
award on an arbitration agree- 
ment, on the basis that the 
adjudicator “does not perform 
an arbitral function and does 
not make any final award 
definitive of the parties’ 
rights". 

On the present appeal Mr 
Femyhough for Cameron 
argued that the judge was 
wrong and that the adjudica- 
tion process qualified as an 
arbitration. 

The sub-contract contained 
an arbitration provision in 
article 3. ft was by an arbitra- 
tor appointed under that 
article that dispute as to set-off 
was to be ul timate ly resolved, 
whatever an adjudicator migh t 
decide (see clauses 24. LI and 
24JJ). 

An adjudicator’s decision 
was “binding ... until" deter- 
mination by an arbitrator. 

The decision had an ephem- 
eral and subordinate character 
which made it impossible for It 
to be described as an award on 
an arbitration agreement The 
str uctu re of the sub-contract 
Was a pdnwtr that COPCtUSl OP- 

The appeal was dismissed. 

The second procedure 
adopted by Cameron was to 
issue, on July 17, a writ and 
statement of claim asserting 
that £52£00 was due pursuant 
to the adjudicator’s decision, 
less £1,462 already paid, leav- 


ing a balance of £51.337. 
On August 11 Mo 


On August 11 Mowiem 
issued a summons for an order 
that the action be stayed for 
reference to arbitration. On 
August 24 Cameron issued a 
summons for summary judg- 
ment under RSC Order 14. 

The two summonses came 
before Judge Fox-Andrews QC. 
He dismissed Mowlem's sum- 
mons, and gave j udgment for 
Cameron for £5L337. 

Mowiem appealed against 
both decisions. 


The correctness of the Order 
14 judgment depended on the 
construction of the sub-con- 
tract. 

Clause 24.3.1 obliged the 
adjudicator to decide whether 
the whole or any part of the 
amount notified under danse 
23 sbould be dealt with in one 
or other of four specified ways. 
One of the ways was that the 
whole or part should be 
retained by the contractor. 
Another was that the whole or 
part should be paid by the con- 
tractor. The adjudicator dune 
the latter way. 

Under article 24X2 payment 
was to be made “immediately 
upon receipt of the decision of 
the adjudicator". 

But, under 24.4.1, the con- 
tractor was not obliged to pay 
a sum greater than the a mo unt 
of the interim payment due in 
respect erf which toe contractor 
h yri exercised the right of set- 
off 

The interim payment made 
next after the adjudicator’s 
decision was £1,462, that being, 
in Mowlem's view, the pay- 
ment determined In accordance 
with ftiauag 21.3 [the gross val- 
uation]. Cameron disputed the 
figure; Whether toe true figure 
was £1,462 or more, Mowiem 
was not obliged to pay more 
than the larger. 

The adjudicator bad no 
power to determine the 
amount due in accordance 
with clause 2L3. Nor had the 
court In case of disagreement 
toe correct figure could be 
determined only by arbitration. 
The judge’s conclusion that the 
adjudicator’s decision was 
immediately enforceable was 
wrong. 

In effect the judge was treat 
ing toe adjudicator’s decision 
as a decision as to interim pay- 
ment doe under clause 21 from 
Mowiem to Cameron on April 3 
1969. There was a dispute as to 
what that amount was, and 
that dispute could be deter- 
mined only by an arbitrator. 

Mowlem’s appeal was 
allowed. Judgment was set 
aside. Proceedings were stayed 
pending arbitration. 

For Cameron: Richard Ferny- 
hough QC and Robert GaitskeU 

(Fenwick EUtatt & BwnsX 

For Mcaolem: Hu mp hre y LLoyd 
QC and Delta Dianaresq (Mcno- 
lems). 

Rachel Davies 

Barrister 
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Local name. Global signature. 
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London, Hong Kong and Shanghai since 1865. 
Japan since 1866. San Francisco since 1875. 
New Tfork since 1880. The HongkongBank 
group's experience in the markets of the 
worki extoads over a century. Its member 
co m p an ies, too, have long and distinguished 
histories in their respective markets: James 
Capel in the UK, Marine Midland Bank in 
the USA, and The British Bank of the Middle 
East throughout the Middle EasL 

This means that through any of our 1,400 
offices worldwide, you can get access to 
advice from people immersed in those 
markets. 


Rw more information, contact our London 

Office at 99 Bisbopsgate, London EC2P2LA. 
Tfel: (071) 638-2366; or your nearest office 
of the HongkongBank group. 

A reputation for excellence. Global 
recognition. A lean management structure 
which produces last decisions. TWs 
our strength. 
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MANAGEMENT 


Royal Trust of Canada/Dow Financial Services 

A cultural transplant 
which did not take 

Bernard Simon reports on the aftermath of a takeover 


198S. Royal Trust 
took a 


I i 

in Its . 

ness by buying Dow 
Financial Services, the interna- 
tional banking and investment 
management arm of Dow 
Chemical. The $168m acquisi- 
tion, RT*s chief executive, 
Michael Comelisaen, proudly 
explained at the time, 
“achieves in one fell swoop 
what we*v» been planning for a 
year and what would otherwise 
have taken ten years to put in 
placer. 

But less than five years 
later, little remains at Dow 
ghmnrfal. ATI tts badhesasa In 
Britain . which included 
stockbroker Satrory Miln e. 
Arbuthnot Latham Bank and a 
sizeable asset management 
company - have been sold. So 
have private hanking, leasing 
and secretarial service units in 
Hong Bong; as well as a sub- 
sidiary- in Malaysia. 

Earlier this year, 8T pulled 
Zurich-based Royal Trust Bank 
{Switzerland), formerly Dow 
Banking Corporation, out of 
securities trading, corporate 
underwriting and syndicated 
commercial tending; activities 
which at one time accounted 
for the bulk of its business. 

Ear from enjoying the fruits 
of a co m pa ny which had been 
profitable lor the previous 20 
yean, ET has for the past four 
years found itself embroiled In 
an unpleasant ami costly mess. 

The Canadian company has 
fired at least six senior execu- 
tives in the former Dow wntta, 
inrtwiHwg tha entire manage- 
ment group of the Swiss bank 
and, most recen t ly, the head of 
its Hong Kong office. 

The company recently set- 
tled a series of lawsuits 
brought by four disaffected far , 
mar Dow employees. 

Some Dow units Were soli at 
prices well above or close to 
what ET paid. But the Swiss 
hank has taken large losses on 
its portfolio of zero-coupon Jap- 
anese corporate bonds. 

The experience has left ET 
and the men who used to ran 
Dow Financial equally disen- 
chanted. 

Cometissen Says ruefully 
that “we've learnt a lot about 
the way the Swiss do busi- 


ness’*. RT*s Mggtvft mistake, he 
asserts, was to rely on Dow's 
previous management Instead, 
he says, "we should have put 
in our Canadian people from 

^Cornelisaen says that when 
ET carried out its “due tffH- 
genee" examination prior to 
the 1986 takeover, Dow’s 
reporting systems foiled to dis- 
dose the extent of its involve- 
ment in businesses which ST 
later de cided to sefl or discon- 
tinue. 

But Dow’s farmer wom a gwr^ 
who operated as a tightly-knit 
group of friends, insist «»»* if 
Royal Trust had followed the 
band&ofi policy of Dow Chemi- 
cal, the change of ownership 
could have been a success. 

Leslie Merszei, who was 
Dow’s chief executive at the 
, time of the takeover and is the 
son of a former CEO of Dow 
Chemical, says that "constant 
chopping chang in g is ETs 
hallmark, and everything is 
decided on the whims of Mr 
Cornelissen". Merszei left the 
company voluntarily in 1987 
after staying on for a year as 
head of Royal Trust Interna- 
tional. 

The chief exec uti ve of a for- 
mer Dow subsidiary in London, 
which was among those sold 
early on by ET, adds that the 
Canadians “caused a lot of ill- 
feeling because they didn't do 
what they said they wore going 
to do". Be recalls being feud at 
the time of the takeover that 
ET* had ambitions pi«*»a to ' 

prr pan/l lira ampni y , Only tO 
hear six Tiwntha later that ft 
was being put up for sate. 

An unusual corporate cul- 
ture, which has turned ET into 
one of Canada's most dynamic 
companies in the past decade, 
appears to have contributed to 
its problems in Europe. 

Once a sleepy 
and residential mortgage 
tutfem, ET hag been shaken 
awake since it was taken over 
in the early 1980s by the 
for-flung resources, industrial 
and services group, 

Brascan, controlled by Toron- 
to's Bronfman brothers. 

ST’S assets under manage- 
ment have shot up in the past 
six years from less than CSSfen 
to C$i40bn. The company is 


now a broad-based financial 
services conglomerate, offering 
services as diverse as cheque 
accounts, credit cards, share 
transfers, estate 
and nmfaif i funds, as well as 
its core mortgageouslness. 

Through a series of acquisi- 
tions over the past two years, 
ET also now owns a 164-bnmch 
network of savings and loan 
institutions in the north-west 
US, the biggest in the 

Cornelissen, 47, a ; 

can-born, acc o u ntan t, has been 
at the helm since 1988. With a 
rep u t at ion as a combative and 
hard-driving m a rwipff , he h«x 
injected an aggressive streak 
into BTS corpo rate culture. 

All employees (called part- 
ners) are issued with cards 
signed by Comalissen which 
authorise them to "break 
t hroug h any barrier, 
any procedure; and 
any other partner to ensure 
excellent advice and service to 
cheats”. The inscription end* 
with these words; “This card 
should wade K it doesn’t, let 
me tic Cornelissen] know." 

ET tried to transplant fids 
culture to Dow. 

P erhaps the biggest 
source of friction was 
an onnwnat compensa- 
tion scheme which ET has in 
common with other members 
of tii e Bronfman brothers’ 

BflSfid OH QQppnlm y 

share-ownership by senior 
employees, the scheme has 
also become a source at contro- 
versy on RT“s home turf in 
Nora America as Share prices 
have sagged in the past year. 

Under the scheme, senior 
managers are paid relatively 
low salaries, but are 
to buy largB parcels of 
About 100 Royal Trust execu- 
tives have Inv ested a total of 
C$75m in shares, at an average 
of C$750,000 each. 

Cornelissen him«»lf esti- 
mates that Ida salary is only 
about 40 per cad of what he 
could earn elsewhere. But he 
owns 380,000 KT shares, worth 
Cg&Jhn at present prices. 

The share purchases axe 
financed by company hum* 
and, in many cases; by sizeable 
bank borr owing s using the 
shares 38 iwflatwal- Dividends 



Executive pay 

He who pays the piper... 

Simon Holberton assesses a report which suggests, inter alia, that 
remuneration committees should be unambiguously independent 


MdUMl OoraeOoMiK "Wa should have put in our Canadian 
people firom day one” 


A reck 


togay 


is dona every 

five yea r s. If the share price 
mes up. the employee is raid 
out the difference between the 
jma the amount 
to pay off the loans. 
But if the shares are trading 
below the purchase price, be car 
she faces (In theory, at least) a 
crippling loss. 

The reasoning behind this 
«riwmw is that ft puts manag- 
ers at the game r&v as share- 
holders, w hite encouraging an 
i nt e r est in the well-being of the 
rrtmpany as a Whole. 

Dow’s managers halted at 
borrowing heavily to bay 
shares. "We told them we’d 
been edu c at e d not to go into 
debt just to btiy some stock,*’ 
one says. What’s more, "you’re 
in their hands. If you’re a bad 
boy, they can destroy yon 
financially," he adds, 
to the company's abfitly to i 
in its hwrai 

They also argued that the 
scheme would divert manag- 
ers’ attention from the com- 
pany’s long-term goals, making 
them more concerned about 
tire ni rre n f: share price and the 
. next five-year reckoning. 

The degree to which employ- 
ees are at risk baa been high- 
lighted in the present bear 
market. As its warning* have 
been squeezed by high domes- 
lie interest rat es and problems 
in its European operations, 
RTs share price has tnrnhlM 
in the past year than a 1969 
peak of CS&S8 to as low as 


CS&25. 

Manager-shareholders are 
being penalised because of 
their low — Iwrtog wwl hew uM P 
they are unable, for now, to 
realise any capita] gatna On 
the other hand, Cornelissen 
says that the senior manage- 
ment team baa aaltfam before 
worked together more closely 
or more energetically. 

But ET has also moved to 
Insulate its employee-share- 
holders fro m *h» plunge in ft*** 
share price. The board has 
postponed for one year the day 
of reckoning for employees 
whose loans are about to 
mature, in tire hope that share 
prices will rise in tire mean- 
time. 

Cornelissen has no regrets 
about scheme. 
Furthermore, tire at 

Dow has convinced the Cana- 
dian company of the impor- 
tance of pu tting managers in 
charge of its foreign operations 
who feel co mforta ble with its 
corporate etnos. 

ET moved more quickly to 
put its own people in key fobs 
at Pacific First in Seattle than 
it did at Dow. 

It is now doing the same 
overseas. Three executives 
from head office in Toronto 
have recently been installed at 
the top of STs truncated Brit- 
ish, Swiss and Hang Kong 
operations. "We’re making 
sure our plan is being executed 
the way we want it to be,” Car- 
nefluen says. 


T he 1980s was the decade 
when senior managers 
had the chance of 
Iwcnmtng seriously rich - sal- 
aries rose dramatically and 
fringe benefits, from generous 
pensions to stock options, pro- 
liferated. 

The 1999s is going to be tire 
decade where shareholders 
demand that management 
prove their worth. Top execu- 
tive pay has become a focus of 
serious Int ere st not only for 
shareholders but for the politi- 
cal community as well. 

From the shareholders’ 
point of view, tire Association 
of British insurers fired the 
first warning shot with the 
publication this summer of Its 
discaason paper cn the role of 
directors. The investment com- 
munity at large la working on 
a position paper on which all 
can agree. 

The Issue of top pay has also 
been a smouldering political 
issue for well over a year. 
With the entry into the 
exchange rate mechanism of 
the European Monetary Sys- 
tem and fixe onset of recession 
it is likely to became more so. 
Politicians win want to see the 
pay restr a int befog urged on 
tire shop-floor mirrored in tire 
boardroom. 

A s urv ey* by the Promotion 
of Non-Executive Directors 
organisation, PRO NED, of 
current pay determination 
practice in British boardrooms 
is timely. Although PRO NED 
will itself be releasing a set of 
guidelines in tire near future, 
it is clear from tire sur vey’s 
ffniHiUp t imrt from tire interna- 
tional «>ni] ii *riiMn> maHp flint 

British standards lag hrfifwH 
best practice In tire US and cm 
tire Continent. 

The PRO NED sample was 
biased towards companies 
known to employ non-execu- 
tive directors. Questionnaires 
were sent to 100 large public 
companies, 120 oth er <* "»■[« ■ 
nies, 80 known non-executive 
d ir ecto rs who sit on the board 
of more than one company, 

m*fl 100 to smnllwr public and 
pr iv a te groups known to use 
nan-executives on their remu- 
neration committee. A 
response rate of 51 per cent 
was achieved. 

The PRO NED report was 
w rit ten by Peter Hromi. chair- 
man of the Reward Group, a 


pay consultancy, with the 
assistance of Jonathan Chart- 
ham, an advisor to the gover- 
nors Of tile Bank of England. 
They make four points: 

• Composition of remunera- 
tion committees. Brown and 
Charhham note that the legitt- 
macy of the committee's deci- 
sions depends on tt consisting 
of people who will not benefit 
from its dedstans. 

"[But] It is disquieting to 
find the non-executives with 
each a minor and the chief 
executives with such a domi- 
nant role as nbwtTwmw of the 
remuneration committee,'* 
they write. 

In only 31 per oat of their 
sample was a son-executive 
director the chairman of the 
committee; in 62 per cent of 
esses It was the chairman of 
the board and In 5 per cast of 

It is clear that 
British standards 
lag behind best 
practice in the 
US and on the 
Continent 


cases it was the chief execu- 
tive. 

• Information supplied to tire 
committee. Information about 
pay trends was seen as "essen- 
tial" in restraining the desire 
of management for higher and 
higher levels of remuneration. 
"Tt is doubtful whether non- 
executives and other members 
of tire rw i w nmnHwi r mrrml t- 
tee are sufficiently well served 
with adequate and objective 
date.” 

The survey found that 87 per 
cent of respondents felt that 
non-executives were provided 
with foil and sufficient data 
and research facilities. Most 
(79 per cent) were supplied 
with data by the company's 
personnel, remuneration or 
secretarial departments. Inst 
over half (52 per cent) use coat- 
suttants «»«fl 69 per cent use 
pay surveys. 

• Independence of consul- 
tants. The objectivity of con- 
sultants was seal as critleaL 
The authors observed that if 
t rnly hjdpp M|4ynt 


were used the committee's 
recommendation was likely to 
be treated with more respect. 

The objectivity test was 
unlikely to be passed if the 
consultant could also benefit 
from decisions of the board in 
respect on non-pay-related 
consultancy. 

• Process of decision making. 
The survey found that respon- 
dents gave themselves high 
marks for the Job they did In 
balancing the interests of the 
company and Its shareholders 
In determining top pay levels. 

"There are probably few 
other areas where tire chair- 
man or chief executive would 
award themselves such high 
marks for the decisions they 
have taken. This alone sug- 
gests that the process of deci- 
sion malting by remuneration. 

committees requires re- 
appraisal. Is It truly objective 
and free from undue pres- 
sure?” 

The average number of non- 
executive directors on the 
boards of the top 200 compa- 
nies in Britain is just 2.7: this 
compares with an average 
number of 5.2 for executive 
directors. Only nine of the top 
200 have a majority of non-ex- 
ecutives on theta- board. 

In the UK, non-executive 
directors account for 34 per 
cent of hoard posts, while in 
the US they account for 80 per 
cent of board posts. In the US, 
57 par cent of compensation 
committees make recommen- 
dations concerning pay that 
are binding on the company; 
In Britain, 54 per cent do. 

The non-executive director 
has come to be seen in some 
quarters as a saviour of Brit- 
ish industry - a paragon pos- 
sessed of good sense, outstand- 
ing commercial acumen and 
fine judgment. 

It may be too much to hope 
for all of these qualities, but, 
as tire PEO NED survey Indi- 
cates, non-executive dire c tor s 
could at least fulfil a useful 
role in ensuring that remuner- 
ation received by the execu- 
tives responsible for the 
day-to-day performance of 
companies is determined inde- 
pendently and rationally. 

Remuneration Committees? A 
survey of current practice, free 
from, PRO NED, 1 Kingswag, 
London WC2B 6XF. Tel 071-240 
8305. 
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GET YOUR TEETH 

into TREASURY 


Wholesale Banking 


Chartered aged 25-28 

Fbrat fxppaintmente outside theprufeoaum for recently qoafifieda that 
comtameinteilfletnalefwillfinge^inntiivativewAititHM, with an dement of 
stability and broad progression in a growth oriented, higMy congenial 
environment, are presently the exception rather titan the rule. 

Such a role has been created by oar clieitt. Tlxe successful candidate 
will de v elop the financial moddHag and accounting tre atm ents 
required to cope with the increased volume of highly cample* deals 
cooceptiiaKgedbyictmoclaatic Ihiflwci al engine eia. 

Only the beat, able, ambitious, articulate acco untan ts with a 
committed appr oach to wort long hours, using experience with 
services clients in ch a iKn g special wort in aeqvtisiliaxis, 
flotations <tf leasing are required. They should be, or shook! rapidly 
become, familiar with products at the leading edge of the capital 
markets business. An i^npopriatepaclMgpinciniding banki ng benefits 
will be negotiated. 

Please fo rw a rd your curriculum vitae in confidence mchwiin gd tdaD s 
of your r emun e rati o n quo ting r eference number 180 or telephone Peter 
Willingham or David Wilkinson too a confidential dbenaafoo. 

Yaar detail* iviU not be relented to our client without expreesperofietlon. 


rivii'M' <ln noi confu-.'- U' wis li "an nu< m \ We ari- pn>l«'>sii«n;t1'. 
in t hr Si acvh Oi. Si led inn fn-Id who a.ilv ■» d i~.i' v* ”n!.U'ly in the "I- I ", 
when- !h'- mnro -enim linam ial appnini men! arc ; i tf \ <• j i i -« < I . 


Kidsona Jmpey Search & Selection Idd, 29 PaU Malt 
London SWIY5LP Tel: 071-321 0336 Fax: 071-976 1216 

A. Memb er of International Search Group 






Adviser for Credit Appraisal 
and Supervision 

M\ effl c te it banking system Is an essential dement In the growth of Poland's 
small, emerging private sector. Based to Warsaw, the Export Development Bar* 
(EDS), was set up ki 1987 tofitiarlcd »d promote export oitentefd enmpartes. 
Due to the hicreashYg opening up of the Pofish economy to market forces there is 
an uraent need to provide expert technical assistance to the EDB. . . 

You wflf assist the P*ector in charge of creda in th e EDS In the dev etopme nt of 

a credit abpfldsaf manual covering proirachanes for assessing credit appGcares 
oroaosais and programme of comprehensive starervtekxi and fbtoyv up 
procedures forEDB efients Induefing a review of reporting requirements ancj 
procedures for (testification of titents. Dib supervision arto review process w« 
Involve a detailed examination of frie financial resources of dfents and also 
ereurlnq that adequate provision Is made forbad debts. 

cMzgis and nave several years* experie n ce in the 
Credit Depatinent of a iarge international commercial tank. Fluency in Polish is a 

be conwnensuiate With tctCMlcaticrtf and experienceartd is Sody to 

^oSngdatefor receipt of completed apfrtattons is 1 1 January, 1 991; 

For farther details and application torn, please Write to Appointments Officer. 
Ref No AH364/MM/FT. Abercrombie Holsc. EagpeshaM Road, East Kilbride, 
Glasgow G75 SEA. or telephone 0355 843435. ... 

is i tf n i mi tte d to a pofley of equa l oppom tfrtties and applications for 
this post are sought from both iron and women, 

OVERSEAS 
DEVELOPMENT 

BHrDUN MEUHttC MATlOliS TO HEt* bltliSQWS 



Trading Places 
International Ltd. 

13 Craven Street, London, WC2N 5PB. 


GLOBAL EQUITY 
FUND MANAGER 

An investment house Wife USS 2 Billion of funds under management seeks an 
Equity Fond Manager with expertise in handling Multi-Currency Equity and 
Balanced Portfolios. 

The individual concerned should be familiar with asset allocation procedures and 
with assessing investments across the UK, European, U.S. and Japanese Markets. 

It is likely that foe suitable candidate would have at least 5 years experience of 
Equity Markets and a proven management track record. 

A c omp e titi ve salary, together with foil banking benefits including company car 
and performance related bonus will be offered. 

C.V.'s should be sent to foe above address and marked for foe attention of John 
Wharton. AH applications will be treated with foe strictest confidence. 

Tel: 071-839 5017 
Fax: 071-839 7080 


BUTLER HARLOW UEDA 


MULTI-UNGUAL AND MULTI-CURRENCY? 


Butter Harlow Ueda - ore of the wtatf s leaefing nrooeybrokefs - is going against fte bend 
in the Foreign Exchange Market 

Contrary to the general mood c< the London Ifeitet we am acfivrfy recruiting specia&st 
mu&lngud tndMduafs (male or. female) w&h a demonstrable trick record of success in 
Crass Currency Spot BC bitting. 

Appfcarts shouS be graduates, andHient &1 two European languages olfw than English, 
or in Japanese and one European bnguaga Successful candidates will have esfabfished 
ra& Sonshfos vwth clienlbafflKs in Emope as tral as in London 
the salary and benefits package is negofiable and wiS reflect the high expectation Ms 
underlying the proposed appointments. 

Appfcants who meet foe sB&gBnt s&idads should qjpty to Greg Ripley at Robert Halt 
Waiter House, Bedford Street, 418 The Strand. London WG2R OPT. Repfies will then be 
fomsded to Butler Harlow Ueda. 




The BANK OF 
Butterfield 

Operations Manager 

The Retail Banking division a seeking an Operations Manager 
to oversee iu Operations Group which con s ists Of the Current and 
Savings Account; Balance & internal Control (Teller Rec.); Proof (RDP) 
and Central information (CCD departments. 

Duties & Responsibilities: Under the direction of the Senior 
Manager, Retail Banking, the successful applicant will be responsible Tor 
planning, organizing. commo ntoiting andooptrolGpg the activitiesof the 
Operations Group; consulting, advising and coordtnatiog their routine 
with the Retail Project Team Management; the development and modi- 
fication of current methods and procedures lo improve the efficiency of 
existing operations. 

Qualifications : A university degree in Business, Commerce or 
related discipline. Formal training in the UJC or Noah American 
banking practices. A muriminnof 10 yeare experience in management of 
Banking Operations, with strong user business tense and understanding 
of com pu ter systems and automation technology. Excellent interper- 
sonal skills with ability to deal effectively with and through people. 

We ofTer a cotnprebeaslTe beneffo package as irefl os a progressive 
salary far this position. 

Qualified applicants should contact: Mr Greg Melnyk, Manager, 
Personnel Administration before the doting date: 21 December 
199a 

Hie Bank ofN.T. Butterfield & Son Ltd. 
Personnel Department, P.O. Box HM 195, Hamilton HM AX, 
Bermuda. 


Appointments 

Advertising 

Appears every 

Wednesday & Thursday (UK), 
and Friday 
(International Edition) 


BUSINESS FOR LIFE 

Location South East 
Opporhmiqb gamma ■ Long term security 

osMoenoo/ioopa. , 

No capital outlay wawwappran 

Superb training and support profaMlonaly minded people 

Call Bob Harvey on (0822) 690022 


ADMINISTRATOR 

Currently itunagrrfg ntUMIze law 
firm in US serais opportunity at 
partnership secretary level or 
simitar poet in a corporate sot- 
ting m England. Strang financial, 
analytical, communication, busi- 
ness Skills. MA+15 years 
management experience. Have 
UK permanent residency Includ- 
ing wort permit 

In England and available for 
Interview January 16-28 
Write Box AZJ7 Financial Timas 
One Southwark Bridge 
London SE1 BHL 


APPOINTMENTS 

ADVERTISING 

appeals every 

Wedaesday & Thursday (UK) 
A Friday 

(in the International Edition 
only.) 

For Qsilicr ta&xamionptige caJJj 

Jennifer Hadson 
Or I -873 3607 
■UefeudAmca 
071-873 

Oeaqfn Hcnti 
071-873 3352 
Denise Monica 
071-873 3I» 
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BUSINESS AND THE ENVIRONMENT 


Oil slicks 
face global 
treatment 


A WORLD-WIDE emergency 
system to com hat oil poUutton 
disasters caused by spillages 
from tankers at sea has been, 
agreed by 80 countries at the 
In ternational Maritime Organ- 
isation in Loudon. 

At the meeting; the US and 
Japan made a separate bi-lat- 
eral agreement to co-operate 
In dealing with oil slicks. The 
two nations are the world’s 
biggest oil importers and 
Japan has one ax the biggest 
tanker fleets. 

Under the new IMO conven- 
tion, which also covers off- 
shore oil Installations, mem- 
ber states undertake to go 
swiftly to each other’s assis- 
tance to riam up oil slicks 
even If it means travelling to 
the other side of the world. 

A system of emergency 
stockpiles with the latest anti- 
pollution equipment will be 
established around the globe 
ami a t raining progamme initi- 
ated with governments and 
the oil and shipping indus- 
tries. 

Ships will have to carry 
detailed plans for dealing with 
pollution emergencies. Cap- 
tains of vessels and port 
authorities will be req ui red to 
report such incidents without 
delay. The convention 
embodies the "polluter pays 
principle" which wmnruy tw 
the cost of such international 
clean-up operations will be 
p as sed on to the shipowners 
and the oil companies involved 
in the spill. 

The agreement follows a 
long series of tel tanker acci- 
dents at sea culminating in the 
massive oil spill from the 
Exxon Valdez off the coast of 
Alaska in March 1989 when 
267,000 barrels of oil leaked 
into the sea. 

As a result, heads of govern- 
ment attending the Paris sum- 
mit meeting in July 1989 
asked the IMO to draw up a 
treaty to deal with such disas- 
ters. 

William O’Neil, sec- 
retary-general of the IMO, said 
that 90 iw nntri fB hull wanag ip j 
to draw np the convention 
after 16 months of discussion. 

A resolution was also 
approved urging that the con- 
vention should be expanded to 
cover leakage of hazardous 
and noxious substances at sea. 


John Hunt 


L ast year’s Exxon Val- 
dez oil spill in Alaska 
was an environmental 
disaster, but it has 
stimulated research and invest- 
meat in a promising new tech- 


Louise Kehoe reports on a technique that speeds 
up the natural degradation of toxic chemicals 


of cfeftrwiwg the earth of all 
manner of industrial poDntanta 
that threaten the environment. 

Bforemediathm, or the use of 
micro-organisms to devour 
toxic chemicals, has received a 
significant degree of attention 
since its use in Alaska as part 
of the effort to clean up the 
black sticky mess of oil depos- 
ited on the shores of Prince 

W illiam Sound. 

After visiting Alaska last 
year, William ReSly, head of 
tiie US Environmental Protec- 
tion Agency, called bioremedia- 
tion “virtually the only good 
news to come out of that tragic 
situation. Fve seen what it can 
do to nrmtmlsft the effects of a 
massive crude oil spflT. Bio- 
technology, Reilly predicted, 
could produce “an environmen- 
tal breakthrough of staggering 
positive dnnenstons**. 

Using bacteria to break 
down waste substances is 
hardly new. Any gardener who 
has built a compost heap 
understands the process. Given 
time, naturally occurring bac- 
teria eat toxic wastes in the 
ta me way as they devour gar- 
den cuttings. But the process 
would take years, and hun- 
dreds of years in same cases 
where complex industrial com- 
pounds are concerned. 

Bioremediation speeds up 
the natural process. In Alaska, 
for example, clean-up crews 
have sprayed beaches with spe- 
cially formulated liquid fertiliB- 
ers to stimulate native, oil-eat- 
in g microbes. “By adding 
fertilisers containing nitrogen 
and phosphorous, toe popula- 
tions of naturally occ urrin g oil 
degrading microbes are 
increased. Through biodegra- 
dation, ail is converted to car- 
bon dioxide, water and more 
microbes," wpbriiw Bob Mas- 
tracchio, Rrmn fawhniral plan. 
ager in Anchorage. 

Bioremediation was brought 
to the attention of Texas offi- 
cials when the Mega Borg, a 
Norwegian ail tanker, exploded 
off the coast af Galveston last 
J nm> rfifl gnr gin tf d_3m gallons of 

light exude oil into the Gulf of 
Mexico. When conventional 
methods failed, and with mil- 
lions of geTifmg of oil threaten- 
ing popular tourist beaches, 
authorities turned to bioreme- 
diation methods, spraying a 
cocktail of bacterial strains cot 
lected at oil spills around the 
world an to toe all slick in 
what constituted the first 
approved large-scale open 
water bioremediation effort. 


Bioremediation 


in for the kill 


According to Alpha Environ- 
mental, the Austin biotech 
company that the oil- 

eating microbes, 85 per cent of 
the spilled afl. was treated. By 
introducing Twy quantities of 
naturally occurring microbes, 
degradation of oil is speeded 
up, reducing a months-long 
process to a matter of hours, 
mia company 

Based on its success in toe 
Mega Borg spin. Alpha has this 
month formed a joint venture 
company with EmTecb, an dl 
cleanup sendees company, to 
offer bioremediation services. 
“Our wr fm a m concentration in 
EmTecb- Alpha will be the hinr- 
emediation of oil spills and 

wi gnhip amrfwm niAnfail mahifaK - 

nance of large industrial sites, ” 
said Eugene Douglas, president 
of Alpha Environm ental. 


Offshore oO spills are by no 
means the only application of 
bioremediation- There is huge 
potential for the technology m 
cleaning sofla contaminated by 
leaky underground petrol sta- 
tion tanks. In Oakland, Calif- 
ornia, far example, the rite of a 
new shopping cen t re develop- 
ment that had previously 
housed a car park and petrol 
station was found to be con- 
taminated with up to 5,000 
parts per million iff petroL 
Harding Associates, an engi- 
neering firm, won Industry 
awards for the bioremediation 
system that it designed and 
to rl”"* 10,000 

yards of polluted soil and 
water at the site. The engineer- 
ing comp any built a series of 
fojection and extraction wells 

anil inf Utm i urn hagtrm to pwrrip 

water PTirirhpfl with imfrrtonfa 
and oxygen through the soil, 
stimulating biological growth 
in the isoirtatirinirtirtl a rea 
The 17-month project 
reduced the levels of contami- 
nation to less than 100 parts 
per million. Compared with 
conventional methods of 

r emp yhig, inrinm thig and tfiw- 

posing of the contaminated 
sad, MnretnetfniHnn proved fas- 
ter and significantly cheaper, 
according to city officials. 

Research is identifying 
microorganisms that will eat 



Many are small start-ups 
ftmflpri by venture capitalists 
wiyr to take advantage of the 
business opportunities created 
by this new technology. Cel- 
gene of Warren, New Jersey, is 
cited by Investment analysts as 
a promising example of the 
new generation of c omp a nie s 
o ff ering toxic waste treatment 
services based upon bioreme- 
diation. The company was 
recently awarded a contract by 
General Electric of the US, 
which has been blamed for pol- 
lution of the Hudson River 
with PCBs. Celgene has been 
developing microbes that 
attack chlorinated compounds. 

Revenues of US totoremedia- 
tkm companies currently total 
only about HOOm per year, but 
are gro w ing at a rate of 50 per 
cent per year, according to the 


almost anything if encouraged 
by tiie right nutrients. Organ- 
tens that catt iti gipgt wamKiH 
industrial contaminants such 
as methylene chloride, carbon 
tetrachloride and PCBs have 
been identified by several 
research groups. 

At the Lawrence L i v e rmore 
National Labor a tory in Berke- 
ley, California, a multi-disci- 
plinary team of scientists 
recently embarked upon an 
effort to develop bioremedia- 
tion niflthndn of cleansing 

mu ta r gm miil flqntforq mntatnl. 

nated by industrial solvents 

ory h as ' » ■!< end riiln w i fa rni 

The researchers are investi- 
gating two methods of biore- 
mediation. The first involves 
injecting nutrients into the 
subsurface water to stimulate 
growth of micro-organisms 
™t consume pollutants. The 
second, and more innovative 
approach, is to isolate microbes 
capable of transforming con- 
taminants, grow them in on- 
site faioreactora and then rein- 
ject the amplified microbes 
back into the subsurface. 

By concentrating microbial 


activity at toe edge of a grow- 
ing underground “plume” of 
pollution while at the same 
time attacking the pollution 
with nutrients to encourage 
bioremediation, the contamina- 
tion may be contained and ulti- 
mately eliminated. 

The Lawrence Livermore 
techniques are wnwghig as an 
attractive alternative to costly 
conventional “pump and treat 1 * 
dean-up methods. The project 
is of great local interest 
because it addresses the seri- 
ous underground water con- 
tamination problems of Silicon. 
Valley where underground 
waste , tanks at semiconductor 
and related manufacturing 
pianfai bave leaked fa™* min 
underground water supplies. 
The methods may also have 
broad applications in address- 
ing all sort s of industrial 
pollution problems. 

While universities and 
national laboratories are 
playing a significant nfle in toe 
fW g pfopmprtt of bi oremediation 
technology, there are more 
than 200 US companies 
in v olved in the fidii 


The big advantage of biore- 
mediation is that it is less 
expensive than conventional 
methods of mowing polluted 
soiL The cost of bioremedia- 
tion, at 950480 per tonne, com- 
pares favourably with 2250 per 
tonne for ipcineration or $200 
per tonne for removing pol- 
luted soil to a toxic waste 
dump. 

There are, however, some 

rvm reran about hifir nme fHatifin. 

Environmentalists worry that 
the spraying -of fertilisers on 
Alaska’s beaches will upset the 
natural eco s ystem and lead to 
excessive growth af algae that 
might leave toe ahareSne cov- 
ered in green slim e. 

US government regulators 
are also taking a cautious 
approach to the release of for- 
eign or genetically engineered 
organisms. “The possibility 
that a genetically modified 
nr gmfam wi g ht p mHfar atft and 
react with the environment in 
unexpected and perhaps perni- 
cious ways,” is a legitimate 
reason for caution, warns 
Reilly, of the EPA. 

The poten tial of btoremedia- 
tian is wmi» tire l es s alluring . 
Not only does it offer “natural" 
pinBimta of lip exist- 

ing pollution sites, out it also 

ImiMk th> promise of limiting 
ftphiT p en v i ron mental damagn. 

It is easy to ftnagfag poten- 
tial a ppHwitima — micro-or- 
ganisms Umi could survive the 
hostile environment of an auto- 
mobile exhanst system to “eat* 
smoke; others designed to 
reside in industrial smoke- 
stacks. “Designer bugs” qwiM 
clear the rirfa* of Los An gpfa* 
and the rivers of eastern 
Europe. The business of sup- 
plying them might one day cre- 
ate a new high-tech boom 
industry. In the meantime, 
bioremediation must prove 
itself, one beach at a time, 
along Hip Alaskan ahmw Hnft 


Nitrotec picks 
the Golden Leaf 


By John Griffiths 


O ne of the traditional 
problems associated 
with treating low alloy 
steels to Improve their 
strength and resistance to 
wear gr> d corrosion has been 
toe necessary use of environ- 
mentally harmful substances 
in the treatment processes. 
Notably, these have Included 
cyanides, plating effluents and 
mineral oils - as well as toe 
generation of substantial 
amounts of carbon dioxide. 

Birmingham-based Nitrotec 

. . _ _ lu, r nxae 


Services, set up by Lucas 


Industries’ Automotive div i- 
ndnn two years ago, has found 
alternative ways of achieving 
the same results without the 
risks; and. it is 

claimed, more cheaply than by 
other methods. 

For its efforts It has became 
the overall winner, among 
more than 100 entering compa- 
nies, of a competition spon- 
sored by PA Consulting Group 
pri/i fl y Conservation Founda- 
tion aimed at enco uragin g 
industries to be more environ- 
mentally responsible. 

Nltrotec's "Golden Leaf" 
award is for a process which 
has already won it several 
motor industry customers. 
However, the applications of 
toe process are much wider. 
One of its most notable non-au- 
tnmotive uses so far is fo r toe 
treatment of very large bars: 
fttv? tubing — up to 25 feet long 
- destined for air and hydrau- 
lic equipment used by the 
North American power gener- 
ating industry. 

The fight but strong steels 
resulting from the process are 
also usable in white goods, for 

cm gin rering appli catio ns Such 

as pumps, in office machinery 
such as paper shredders, copi- 
ers and f ranking maritliwa - 

even as adjuster mechanisms 
for hospital beds. 

The process, nitrocarburis- 
ing, began to be developed in 
the mid 1370a in response to 
toe first oil crisis. Conven- 
tional steel strengthening pro- 
cesses involve high tempera- 
tures and were thus very 
energy intensive. Lucas Elec- 
trical began looking for pro- 
cesses which might be carried 
out at low temperatures. 

Nitrocarburising was 
patented in 1962, Its develop- 
ment having been led by Cyril 
Dawes, a 56-year-old metallur- 
gist who has spent almost his 


entire working life at Lucas 
and who has been director and 
general manager of Nitrotec 
since Its creation. 

The process involves heating 
the steel in an atmosphere of 
ammonia and carbon monox- 
ide. Nitrogen from the adfi ttd 

ammonia migrates into the 
metal surface, increasing its 
strength and fatigue resis- 
tance. Subsequent exposure to 
oxygen, followed by quenching 
in a water-based e m ul sion, pro- 
duces a thin, oxygen- rich iron 
nitride compound layer on the 
surface which is also corrosion 
resistant Waste gases from toe 
process currently are b urne d 
off to produce nitrogen, water 
vapour and relatively small 
amounts of carbon dioxide but 
Nitrotec is examining the pos- 
sibility of recycling toe gases. 

Nltrotec’s operations at Bir- 
mingham are concerned pri- 
marily with providing a treat- 
ment service to c u s tom ers, as 
well as further research. How- 
ever, it has already lic en s e d 
tte technology to other compa- 
nies in the US, Japan, Italy. 
Denmar k and Germany, and 
has just launched its first joint 
venture In Fiance. 

The process continues to be 
refined, with Nitrotec S provid- 
ing one example. In this, the 
treated metal undergoes a 
sealing and polishing process, 
rinimfld to result in a finish 
comparing favourably with 
hard chromium plating. Nitro- 
tec says ft has potential for use 
in engine pistons, suspension 
units, steel bars and tubing for 
hydraulic components. 

Current motor industry cus- 
tomers include Ford, Rover, 
BMW, Toyota, Mitsubishi and 
Renault They have a number 
of reasons for nltroc&r* 
burlsed materials, not least 
that they can use considerably 
lighter components than would 
be the case if they used heat* 
strengthened steels. 

A problem with the latter is 
that thermal stress resulting 
from the high temperatures 
causes distortion of thin-sec- 
tioned components, which pre- 
vents parts being made lighter 
in proportion to increase 
strength. However, by using 
thinner, nitrocarburised mate- 
rials, Rover, for example, has 
been able to save an average 12 
kilogrammes per vehicles by 
using thinner bat no less 
strong bumper supports. 


FLY SAFELY WITH THE LARGEST 
AND YOUNGEST FLEET OF FULLY OWNED 
LICENSED BUSINESS JETS. 
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ALG AEROLEASING 


G on o v o : (022)798 45 10 
Zurich =(01) 8143700 
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Will new environmental legislation bring your 
company to a halt? 


Are you ready for — 


carbon taxes, emission controls and other EC 
environmental legislation? 


Are you coping with growing 
consumer demand for a cleaner world? 






Book now for PROFIT THE ENVIRONMENT, a 
corporate briefing on how to improve efficiency while 
respecting environmental concerns, 27-28 February 
1991 at the Novotel, Hammersmith, London. 


Conference programme Includes: 

Chairman and keynote speaker - John EUdngtoii 
Co-author ofT&e Green Capitalists 
Pius speakers from: 

I CL 3M. IBM, Jones Lang Wootton, Norsk Hydro and 
Coopers & Lytarand Deloitte. 


For more Infarwaion on how your company c an profit with the 
environment return the cotton bdow to RMDP, 61-63 Ship Street, 

Brighton, East Sussex, BN1 1AE or telephone (02731 722687, fax 
(0273)821463 


Please send me more information on Profit the Environment 
Name ' 


Position. 

Address. 


Postcode 


Telephone. 


DEVELOPMENT FOR YOUR 
EIIGH FLYERS WITHOUT 
LEAVING THE N EST 


The Master in Business Management (MBM) degree 
offers a unique opportunity to companies who recognise 
foe investment potential in training their best people. 

The programme is designed to hdp you improve your 
company's performance through enhancing foe man - 
agement ability of your managers and ensure their 
co mmitme nt to your o rganisation At foe -■ernie time a 
flexible partnership with MBS heips you retain involve- 
ment, eiEure close linkage with your prevailing business 
circumstances and complement your in-house training. 

The MBM’s unique design combines part-time 
attendance at MBS, in-company projects and high quality 
participation of companies like Barclays Bank, British Gas, 
Ciba Geigy, Ferranti, Godfrey Davis, IBM, ICL, PUkington, 
Shell and Tbucbe Ross. 

The MBM is only available to company nominated 
executives who have appropriate experience. 


Bar further information about (he programme, contact 
Naomi O’Neill, Manchester Business School, 
Booth Sheet West, Manchester M15 6PB. 

TfeL 06l 275 6498. Fax; 06l 273 7732. Ittex: 668354. 


Manchester Business School 


Letters 


Dividend cuts no help on cyclical trade difficulties 


From LJL Linaker 
Sir, We should like to 
respond to the remarks on divi- 
dends by Lex in his column 
(“Bank dividends”, December 
10). Lex is not alone in his 

apparent distaste far the main- 

tenance of stable dividend lev- 
els by companies in periods of 
cyclical downturn. 

Many stockbrokers’ analysts 
reiterate the same views- We 

would guess that none of these 

commentators has had to exer- 

cise the responsibilities of seri- 
ous investment management 
over many years, as we and 
others are obliged to da 


We are absolutely convinced 
that Lex and his like are wrong 
in their whole approach. He 
himself referred to tiie “need to 
maintain confidence and 
access to the capital markets” 

as a policy reason for main- 

taining dividends. 

This is correct, both in the- 
ory and practice. As long-term 
investors, we believe in a con- 
structive dialogue ’with the 
boards of the companies in 

which we have a significant 

interest. 

We accept aU the responsibil- 
ities which go with ownership. 
We expect the managers of 


these companies to seek our 
help where appropriate in 
times of difficulty. We do not 

think Hurt culling dividends is 

the solution to cyclical trading 

difficulties. 

History has demonstrated 
bow bitterly certain companies 

have regretted such moves 

once tog immediate circum- 
stances have changed. 

If a company is confident 
in its longer-term fixture, 
why should it breach that 
confidence, and jeopardise 
its relations with its sharehold- 
ers, whether private or institu- 
tional, with such a response 


to temporary problems? 

investment for future profit, 
cash requirements, and other 

corporate matters should be 

planned around stable divi- 
dend policy. Dividends do mat- 
ter, They are not just a fluctu- 
ating residual. They are the 
core of the relationship 
between management and 
owners. 


L JB. Li naker 
chairman 

M&O Investment Management 
Three Quays 

Tower Hill 

EC3R6BQ 


‘Disastrous’ signals sent in electricity privatisation 


RESIDENTIAL 

PROPERTY 


SANT PAUL DE VENCE 
South of France 
On a MB ovariooMng #*• madfonl 
vgaaewdhabreafoa M n s ^ewowr 
tfw bay from Cap <f Antibes id Mca. 
ISmn from airport and highway. 

BEAUTIFUL MANSION 
•fth pool + lodge nearby, property of 
3TSO0m2. 

DtscNoe - Geneva - Switzerland 

22 73S 9740 - Fax: ZZ 738 9021 


MEGEVE 

Top French mar t 


qufcK A 

faMOMniroUKxi aid 

Mtd!M*bfcr9 pfcikfkd briko. 

2 to 4 badreora from FF 3,000000 
aUSmmm Tefc 41 22 304 15 40 
Fnc 41 22 734 1220 - 


OBITUARY 


Mr Patrick. Goode enjoyed 
his life and wishes to say 
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From Mr Howard P. Shore 
Sir, In Lex on Monday (“So 
farewell then, privatisation”, 

December 10) it was suggested 

that the privatised monopolies 

have been sold on a “dodgy” 

prospectus because they 

remain regulated. 

At least the government 
never suggested otherwise. The 
greater misrepresentations 
came elsewhere. 

Customers were told that 
they would be given priority 
for applications in their local 
company. However, customers 
who applied for 4.000 shares in 
London, an offer which was 
less heavily subscribed than 
most, were allocated none. By’ 
contrast, a n on-preferential 
application for London of up to 


1.000 shares, which might even 

have been made by a non-UK 

resident, was alloca t e d stares. 
So much for priority. 

What about fairness? Appli- 
cants for 100 shares, possibly 
in all 12 companies, were allo- 
cated virtually in fulL Yet an 
applicant for 600 shares in 
four companies may have only 
received about 4 pear cent of his 
or her application. 

One might understand this if 
the allocation was in the best 
interest of taxpayers; but it 
was not That the costs of reg- 
istration have been maximised 
may not matter. A disastrous 
signal win have been sent to 
serious private investors. 

The privatisation of the 
power generating companies 


will set out With the stigma of 
the distribution fiasco. Most 
advice will deter the applicants . 
with £100 to invest because the 
generating companies are not 
utilities. 

However, it will be excep- 
tion ally h ard to persuade seri- 
ous private investors to apply. 
Having been kicked in the 
teeth by an allocation of a tiny 
percentage of their application, 
or none at all, will they be 
keen for farther punishment? 
They may be brought back, but 
only by under-pricing the 


Call for return 
service deals 
to encourage 
more training 


Howard P. Shore 
managing director 
Shore Capital Stockbrokers Ltd 
One Maddox Street 
W1R SWA 


Lower fees put security of audit at risk too often 

From D. S. Tallftn. anHUnre art /I 1 . ii.^ ii.. 


FrrmD.S. Tallon. 

Sir, The article by William 
Bishop and Simon Carne 
(“Accounting for nothing”, 
November 15) dearly iftentfflfl? 
some, but not all, of the issues. 

Since the authors have fairly 
stated their own bias in fa vo ur 
of prompting litigation L too, 
should make it clear that I am 
an accountant in practice, 
although 1 do not necessarily 
speak for my partners. 

The authors’ perhaps humor- 
ous reference to “a reduced 
audit fee to take account of the 
saving in the auditors insur- 
ance premiums” really gives 
the lie to the problem. 

One other aspect of it also 
showed in the gallery of 
famous business names who 
have recently lost their job in 
the same issue. 

Without exception all these 
people were dominant person- 
alities in their companies 
and almost certainly had a 

large say in the appointment of 


auditors and fee-fixing 
Involved. 

Those with the most interest 
in promoting a rosy view of the 

management, by means of the 
accounts, have had the most 
influence and power in the 
appointment mid remuneration 
of the auditors. 

The result has been that fees 
have been driven down to the 
point where the security of 
audit has been put at risk 
much too' often. 

The only way that accoun- 
tants have made good has been 
an increasingly unhealthy ren- 
ame on a variety a£ additional 
advice: 

The consulting arms of 
nearly all the major audit 
firms have made the largest 
contribution to the profitabil- 
ity and growth of those firms. 

Most responsible practising 
accountants would, indeed, 
prefer not to bide behind the 

Capara decision. 

However, the truth of the 


matter is that the pincer move- 
r meat of the reduction af the 
audit fee and fixe increase in 
the professional indemnity pre- 
miums has already, demonstra- 
bly, operated against the infcra> 
ests of everybody except 
incumbent management. 

The price for a return to the 
status quo ante absolutely 
requires that management 
should not be allowed any sig- 
nificant voice in the appoint- 
ment of the auditors. 

A secondary consideration 

must surely be that the kind 
of consultancy which is 
directly involved with profit- 
ability should not, by. law, be 
taken from the client’s 
auditors. 


The necessary critical judg- 
ments must be at tKV , 


D-S. Tafion, 

R Merrick Court, 
Merchants Quay. 
Bristol 


- companies are to invest In 
traini ng, the y must be able to 
see a return on the asset value 
they have created. 

The government should con- 
sider am en d in g employment 
i ay -.. 0 silo* contracts 
lor return service or repay- 
ment In lieu to be enforceable, 
and leave the rest to the 
market 

Julian Cummins, 
managing director 
Avista, 

aorsjortn.’ Leeds 





% 





i ill’ll / 


■l)\ 


tlOi 


V: - 


* 

-4 


f 


- . * i 

- z " 

. NT «m 


... 

vara 1 


.... i is 


.. . S 7 ' 


*V-i 


-.rr» 


-*r.-i 


“ ■« . • 

; - , ■' Imtt 
- « 


• ^ * * 
T "* 

_ .. s 

!. '.>01 

-JJ. : - 

M 

. # -m 


... -.V . • ..•-/• ... 

'i.i: L. --MW* 

:: ^ * 

--*■ 

' . -I.-rvfUMt 
l-.v >- *• ' * •--** d 

•.v.v •, 

.v 


¥ 


Flcde 


LWTWIUl HALL 



V.’i7:T kVf/U 




is Ib* 
bt UM 


3- Mdtor 


From Mr Julian Cu mmins. 

Sir, The problem of encotu> 
aging companies to invest in 
training is very real, but 
bureaucratic and tax-based . 
solutions such as those pro- 
posed by the IBM on December 
3 miss the commercial reality. ' 

Companies will only Invest , 
in training if it creates 
differential advantage a gainst 
their competitors and eontrib- ' 
utes thereby to shareholder 
wealth. 

In doing so, however, they, 
add to tiie diffe rential advan- 
tage of their employees, who 
t hen demand higher salaries or 
leave to obtain them 

The result is . to negate 
the commercial advantage in 
training. 

The difficulty Is that 
contracts which require return, 
of service during and after * 
training are largely unenforce- 
able. 

In sectors such as. advertis- 
ing it is difficult' even ' to 
enforce contracts against cli- 
ent-stripping, let alone train. 
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TELEVISION 

Powerful pull of 
the documentary 

^o^tnnnfaMabttofGrii 
m I they used to be; that is the mmrfpnf^tyi? 

# SSSKSi wlsd ° m Mttong In Quentfn CW5> (wMcb. as « 
those who remember the first I am fav^TndMf mnet »r 


ARTS 


ocumentaries aren’t what 
# I they used to be; that is the 
m # accepted wisdom among 
^ those who remember the first 
airoearance at snch works as Wfrftt Mwy 
ami Fins Were Started, and «Tqq among 
the young fogeys who hang around foe 
fringes of any cultural endeavour 
chanting “The giants are dead, the 
world is go ing t o the dogs". Tswt week’s 
tribute on I TV to the renowned docu- 
mentary maker Denis Mitchell who died 

in September, presented by Denis For- 
man (who ran Granada dozing the 1900a 
and 70s when MStchfill did most of Us 
work there) provided an opport uni ty to 
test this assertion. 

Adn ntte gy M itcftflU was not a central 
figure in Bdhhft main documentary 
school which was a part of a trigger 
movement that began before the second 
world war. This movement was 
to a Urge extent by mj ddi* gi«ma odd- 
balls with a social conscience who pur- 
sued a sort of gentrif&ed socialism. The 


in the mass media, starting in the 1330s 
with Picture Post and Mass Observation 
md moving through, to Cudhpn's Da3u 
Mirror In the mid 1960 b. 

In the middle were the documentary 
film makers who fott that their proper 
subjects were “foe work e rs?": trawler- 
men, laundry women, council house 
tenants anybody who could be 
described as “foe salt of the earth’*. 
Much of the time the fflm maVwn saw 
“foe workers" and their lives and sup- 
posed attitudes through foe mmw sort 
of rose tinted spectacles as had been 
used by an earher generation to look so 
fondly upon foe noble savage. All 
“workers were homy landed sms of 
toil, as honest as the day was long, who 
scampered off to WEA classes in the 
evenings. None of them s tripped the 
lead from the church roof when unem- 
ployed. 

To produce the effects desired by foe 
film makers it was sometimes neces- 
sary to cheat a hit with foe farfa; to 
twrtiijg ft hi what Jfthw t |riffiinq ) f yp q f 
the founders of the movement, called 
“the creative i n t e rpretation of reality”. 
MitChell'S interests rnrfariwly Iwlmfwt 
“foe workers* but spread well beyond 
foam. There was not a great doil of 
RHqvmian manipnbtim hi the IP*** - 
rial shown by E TV for its tribute, partly 
because the main subjects chosen were 
Quentin Crisp foe to wn of Mny^ 
port, yet than were still a couple of 
indications. 

Forman's first dip was from one of 
Mitchell’s most memorable dn m w wm fa* . 
lies, the 1959 Blm Morning Jn The 
Streets. It ended with the voice o f an old 
woman remembering a «riim» 
and a commentator describing the 
scene at the Cenotaph, while the cam- 
era panned down to a pavement door- 
step to find three toy soldiers, all of 
them knocked over - “dead”. Anfoen- 


tic ofcfets trouv4s or a btt of Griersonian 

In Quentin Crisp (which, as eady as 
1970, tnnTnde d most of the famous aper- 
Cus that, 15 years later. Crisp turned 
into Us one-man show, every thing from 
the dust not getting any worse after 
four years, to Us need to win foe love 
of a real man though real i™*** did not 
fall in love with other men) we watched 
as the interview in the bed-sitting roam 
ended, and peered poignantly over 
Crisp’s shoulder as be sDenfly observed 
foe c amera ccew crossing the road 
driving away. And who filmed a& this? 
M itche ll's second crew, presumably. De- 
mystlfacttan or iwaittpninfrtnn? 

The Maryport film was remarkably 
hug, slow and repetitive, and it was 
never clear why irechefl kept an inter- 
viewing Ms r ep o rter , Roy Gosling about 
Ids life. Using a Hiamrafa f and impres- 
skraistic technique foe prog ram me did 
convey an interne sense of atmosphere 
and locality, but then so it should have, 
given foe time and footage allowed. No 
doubt It achieved its objective, but that 
was pretty limited. 

Consider the documentaries which 
poor out of the box today and it is hard 
to avoid foe conciusiou that many of 
them are more i m press i ve because so 
much more a mbitiou s. Com m un i cating 
the fed of a small town via a documen- 
tary is sot all that difficult, but commu- 
nkatmg a (dear idea of how Japan was 
transformed from an « fa w « »n bomb-site 
in 1945 to foe world's most powerful 
economy in 1990 is. True, producer 
Peter Pagnaznenta ft** tout <rf g>ht qq. 
minute programmes on BBC2 in which 
to do it, but even taking that into 
account the achievement stm remains 
more notable. 

Different approaches have been used 

ing from the most 

firmly by The World At War (extracts 
from many archives i n ter s p er sed with 
modern day Intervi ews with those who 
were there, pins voiceover, with partic- 
ularly telling miz-throughs from faces 
in 1945 crowds to the same people 
speaking 45 years op) to the standard 
current affairs formula which is so 
farnibar to us today. 

Such familiarity does breed a certain 
amount of contempt, or at least a blase 
attitude among viewers who are, per- 



Marirwrafl-. anything hnt a rnTncftegn hhnlin 


affairs of the world packaged and 
dropped in their laps. Yet the ability of 
a series such as this to convey not only 
tefazt has been achieved in Japan, but a 
fairly detailed account of the social, his- 
torical, industrial, and geopolitical 
"w«"« whereby it has been done, still 
seems to me pretty remarkable. 

Or take a piece of work such as Nafoa 
Bagger’s BBC1 Omnibus about the 
Mado nna phenomenon: fob was a pro- 
gramme which completely dump d my 
mind. I began withthe assumption that 


I would quickly grow tired of watching 
Bib marketing of a nrindha bimbo, a|V * 
ended wanting more. Bagger showed 
that Madonna is anything but 
The exploitation of religious imagery 
which previously seemed vaguely 
naug ht y and highly commercial is m 
feet deliberately prov oc ativ e, s prin ging 
from what appears to be an intelligent 
hostility to organised religion. 

And the sex in her stage show and 
videos which I had taken to be merely 
cynical marketing reflects a genuine 
enjoyment of ft***, nwd a shrewd belief 
that “pussy rules the worid”. The pro- 
gramme showed font-, far from bring 
just another pop puppet, this young 
woman is deliberately shoving back the 
boundaries of the accep table in fon 
Tf>»nB Twpdta much as Lawrence, Minwr 
and Joyce did a generation earlier. 

The rrV documentary Rowan Atkin- 
son - The Driven Man on Saturda y 
evening was less of a revelation yet 
fojg, too, b«d consMga Ma am bitio n . As 
readers of the colour supplements will 
know, comedian Atkinson is a car freak 
and in this p rogr amm e be set out to 
ptpbin tiie attractions of the car to 
him, and the history of bis association 
with it driving the tractor an ids par- 
ents' farm, mending and driving his 
mother's Morris Minor, and finally 
reaching a point where he could afford 
to *n *ii p c razy impulses such as buy- 
ing a stretched Mercedes lima 

Bis s esstaa s an a conch in front of 
two social psychologists were predicta- 
bly tedious since all we got was fixseea- 


Die Fledermaus 


ROYAL FESTIVAL HALL 

But oh! these Dames. Give 
ftem half a **»"«» and they 
get away with bine murder. 
Instead of including German, 
dialogue in this conceit perfor- 
mance of Fledermaus, the 
Royal Philharmonic Orchestra 
had the bright idea of inviting 
Jodi Dench, in black 19th-cen- 
tury gown and matching 
choker, to narrate before Acts 
One and Two. It was an arch. 
School of Anna RusseQ, ver- 
sion of the story, calling Orlov- 
sky's party “tide soiree with a 
binge on top" and so on. 


She wound it up with this 
afterthought: “The whole plot 
is completely irrelevant. Hie 
only important thing is the 
gorgeous modes." Now, I do not 
hold with this. Its story is 
good, a dever farce that teases 
bourgeois convention. Dench’s 
script, drawing attention to its 
own wit rather than the oper- 
etta’s, left people so lost with 
the plot that they scurried off 
in the interval to gen up in the 

pr ogramme. 

The performers, dressed in 
modem equivalents of their 


Jonathan Miller wins Albert Medal 

The latest recipient of the teOectnaUsm" of t 
Royal Society of Arts annual "You land in Pseud 


Royal Society of Arts annual 
award, the Albert Medal, is the 
theatre-director and writer, 
Jonathan IfiUer. Receiving the 
award - first instituted in 1883 
by the Prince Consort - from 
the Duke of Edinburgh* MXDsr 
deplored the "curious anti-in- 


teflectuaUsm" of the British. 
"You land in Pseud's Corner if 
you say anything of interest;” 
he toiid an audience of distin- 
guished dinner-guesta. 

previous winners ' have 
t ftflmlri Winston Ghmrfiill, 
Lord Olivier and Lord Sahia- 
bury who won it last year. - 


characters' garb, moved 
around a bit and behaved, noe* 
Dench, as if they believed in, 
and relished, the plot In par- 
ticular, Barbara Bouncy. 
Haken Hagegard and (natch) 
Brigitte Bassbaeader sang with 
German with such vivid utter- 
ance that Tm sure they could 
have made the spoken dialogue 
captivate a Festival Hall andi- 
ence. (The performance is 
repeated tonight, but with Bar- 
bara Daniels as BoteHnda) 
Bonney. so fanpfafr, fma all 
the deft sparkle to make a 
great Ariele. Though some top- 
most notes were slightly 
pmriwfl . her perfectly foenssed 
glow of time carries her light 
voice easily through any 
ensemble. Hagegard - t hough , 
yes, 1 prefer a tenor in this rule 
- is simply the most hnggahle 
Eisenstein since Hermann 
Prey, always in medias res, 
always the spontaneous bon 
vivatr. As for Fsssbaender, 
recovered from recent ill- 


health. who could befieve that 
she has been a great Oriovsky 
for 20 years now? She still 
embodies the Prince ’s swagger 
ing ennui with youthfill imperi- 
ousness. 

Stafford Dean, replacing 
Harry Peeters at short notice, 
sang Frank with stylish 
authority to match such col- 
leagues. Beniamin r^Tron . RTm 
Begley, John Dobson and 
Susannah Waters - as FaDce, 
Alfred, Blind and Ida - never 

let down the sheer spirit of the 

proceedings. What an infec- 
tious score this is. The RPO 
played with gorgeous delicacy 
and zest; Andre Previn doesn’t 
faring out every Viennese lilt, 
bathe gives it brio, swirl, 
champagne . 

And then there was the 
other Dame. It was constantly 
astonishing to behold Kiri Te 
Kanawa cm Monday night. She 
looked a poem — hair, 
and gown a ravlsbingiy dose 

array of honeys and gaMs. The 
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international business 
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Some business travellers 

will change neither hotel nor newspaper. That’s 
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mentary copies of the Financial Times at the fol- 
lowing hotels in Marseille: Sofitel Marigoane, 
Sofitel VIeux Port. 
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ARTS GUIDE 


THEATRE AND OPERA 

London 

TtoBabeareal (Garrick). Jean 
Anouilh’s play directed by lan 
MeDhnankl with coefanmee by- 
Jasper Conran in a prodnetfon 
that has received excellent 
reviews <D71 839 6107). 

Aspects of Lore (Prince of 
Wales). Andrew Uoyd Webbco’s 
latest is an intimate chamber 
operetta derived from David Gar^ 
Detfs 1965 novella. Musically 
interesting and well directed 
by Treror Nunn. (839 69T2J. 
Thm Ui t (Tfln-it- W m i imut wiiWi) 

Cheek tor Jowl's idi osy nc rat ic 
production, directed by Dacian 
DonseSan <D7l B39224A). 

Absurd Person Singular (White- 
hall). Revival of early Ayckbourn 
comedy, directed by the master 
himself, about three couples at 
Chratmae in three kitchens over 
three years - a production 
which co nfir m s Ayckbourn's 
eaiiy bleakness (071 867 1119). 
Rrtpmtod until January. 


of TA. Ehot words. Lloyd Webber 
Ifmdp and fatina daDCebSS tubA* 

♦hi* Britain's longest running 
musical (4050C7Z)- 
The Rocky Horror Show (Ploca- 
dffiy). Revival cf the ISTOe clas- 
sic, directed by Robin Lefevre 
(071 867 1118). 

Royal Opera, Covent Garden. 

A new production by Adolf Dre- 
sen of FateUo conducted by 
Christoph von Dohnanyi has 
Gahriela Benackova. Jan Blink- 
hot, Monte Pedaraon and Robert 
Lloyd in leading roles. 

Rngtteh National Opera. Coli- 
seum. Cod fiat tutte, in John 
Goofs stylish 1980 production, 
returns with a new cast, led by 
Rita CuZBs and Glam Wlnalade, 
and Peter Robinson as c o n du ctor. 
Farther performances csf the new 
double bffi - Delius's Fe nm mo re 
and Cerda, PneeWfi GiaiotL 
Sckkxht - conducted by Charies 
Mackerras, produced by JoHa 
Hollander. 


voice, especially towards the 
top of the stave, is radiant with 
peaches and cream; she has - 
though not as folly as she once 
had - all the notes. I remem- 
ber Gerald Moore on Elisabeth 
Schwarzkopf: "It seems to me 
quite unfair for anyone to look 
so ravishing and sing so beau- 
tifully.” And, as ever, she is 
just our Kiri, magnificently 
unspoiled by her great success, 
enjoying the party with the 
best of than. But how come 
the most fomous person 
onstage is the least expert in 
projecting her lower tones? 
How come a Roseltode of some 
thirteen years' experience 
shows no interest tn Viennese 
style? How come she never 
points her syllables as if the 
pint hung npo" there? I was 
happy to see her, happy to 
hear her, but you know what? I 
can’t remember how she deliv- 
ered one single phrase. 

Alastair Macaulay 


PlccoU and Bmasto Gavasd 
(72008744). 


FalgattcJand (LodDeliOrtel). 

R will be known as the first 
musical about Aids bitting New 
York bat it goes much, farther 
Hm»i that, sbowine the e ffe c t 
an a larger circle of people, who 
jndnrip a boy having a Bar ftfitx- 
vah and Us parents, an three 
of them (824 8783). 

Grand Hotel (Martin Beck). 
Tommy Time, Broadway's praa- 
eut musical doctor, directs this 
remake cf the Garbo fihn in an 
elegant, but somewhat random 
setting <246 OlOBX 
Cat* (Winter Gazden). Still a seU- 
ont, Trevor Norm’s production 
ofTJS. EUofs children’s poetry 
set to music is visually starting 
and choreograph tcaltyiainB (289 


Nigel Planer and Gareth Hunt 
in another Alan Ayckbourn {day, 
this time about media numiptfla- 
tion (437 8667). ■ 

Miss Saigon (Drury LaneX Spec- 
tacular and successful musical 
about a love stay between an 
American Gland a Vietnamese 

girt during the fell of Saigon, in. 
1975 (071 888 8108). 

Into The Woods (Phoenix) JnBa 
Mftfcfliwte BMnflg as the witch 


dium of tally tales. The title song 
te more memorable than a stay- 
Une that descends Into recrimi- 
nation and chaos as the charac- 
ters’ dreams turn sour (887 1000. 
fai« (New rimrinifl- The formula 


Josef Kadi and Us HAM Jd 
come with asnrreaHstlc premiere 
of Comedia Tempia. Theatre da 
La Vfflfi (42742277). 

Optra. Plagued to strikes, the 

c on trov e rsial opera's OfeHoprod- 
action is foBowed by Figaro's 
Bodueit conducted by Gabriele 
Ferro in Brio Frigerio’s decors 
and costnines with Ferruccio 
Furianetto as Figaro. BastiQe 
Op6ra (4Mftl61fi). 

MBan 

Teatro ABa Scala. Eaccardo Mtrti 
opens the new season conducting 
Roberto de Sinone's production 
of Mozart’s Idgmeneo, designed 
bv Manro CaxosL Tb6 Cdst 
indndes Gfista Wlnberg, Delores 
Ziegler, Carol Vances, Francesco 


Les IBaMMes (Broadway). The 
magnificent spectate of Vlctcr 
Hugo’s majestic sweep of history 
ana pefthoe bcingB to Broadway 
lesstms in pageantry and drama 
(239 6200). 

Phantom of tin Opera (Majestic). 
Stuffed with Marla BJcmsac’s 
gilded sets. Phantom rocks with 
Andrew Lloyd Webber's haunt- 

Ing piwlniltoa hi fhfa t wiidiw 

from Landau (238 620©. 

Gypsy (St James). This 30th anni- 
versary production te a reminder 
<X the heyday of the American 
musical with memorable fame 
after memorable tune, as well 
as a forceful plot about the ambi- 
tious stage mother who encour- 
ages her daughter Into burieegue 
(2460102). 

M etropolitan Opera. John 
Copley's new production of Roe- 
gim’s S eotirwuid e conducted by 

JimnM fhnlnn, who ■l*" »mil i id* 


The Merchant of Venice 


THEATRE LES AMANDIERS, PARIS 


bte farcical Freudian fotdMroL (The sat- 
isfactions Of Hittin g in g mntry f C8Z? 4n 
intra-uterlne experience, etc). But 
d esp ite foat frie programme h«d a much 
of interest to say about tire car and why 
we fed foe way we do about it 

There te no denying the extraordi- 
nary power of early documentaries, 
from Grierson’s own Drifters to Hum- 
phrey Jennings* Diary For Timothy, 
from snch early sDenls as Flaherty's 
Moana and Eteeostein’a Ten Days That 
Shook The World to file alarmingly stir- 
ring wartime material tn Western 
Approaches and London Can Take IL It 
te true that television rarely if ever 
ripttvnra meh straig ht forw ard documen- 
taries as any more. 

But to suggest that we have lost the 
art of reaMng documentaries is absurd. 
R you told me I had to forsake eifogr 
television fact or television fiction I 
would unhesitatingly give up fiction. 
There are other for™ and other madia 
- books, theatre, cinema, radio - 
which deal as well or better than tetevi- • 
jtfon wffli fiction , but tbe tele vision d oo 
mnentary, a term which now c o ver s a ; 
multitude of prog ra mme types, has no 
equal elsewhere. 1 

Christopher Dimkley j 

Christopher Dunkley yesterday \ 
r ec eiv ed the special judges prize in the 
TV-am national broadca sti n g awards. It 
was the first time a special award had 
been made for the single most outstand- 
ing article in all categories. 


The production is German, the 
theatre is French, the setting is 
I Wall Street. Money talks - in 
any language. Out of context. 
The Merchant of Venice sur- 
prises like a new play: a tale of 
city slickers, love for sate, for- 
tunes smashed. When bigotry 
slices across its glossy surface, 
there’s a double shock of recog- 
nition: the edd story of mer- 
chant and money-lender, the 
contemporary worid. 

Often Shakespeare as 
np-to-date spectacle is con- 
strained and gimmicky, skirt- 
ing the real issues. Peter 
Zadek’s production, which I 
caught on tour from the 
Vienna Burgthe&ter at the 
.Parte Autumn Arts Festival, 
offers a major new interpreta- 
tion; the individual out for 
himself, survivors instead of 
victims and criminals, a trick- 
ster farmed by chance into a 
iwir murderer. Zadek’s theme 
is that money makes the worid 
go round; moral tabs don’t 
work. 

Rising up to the loft of the 
large Amandters stage, WiUtr- 
ied Minks* multi-storey bank 
looms like a Richard Rogers* 
fantasy: steel tubes, glass 
frames, mirrored panels. A 
giant elevator tips the cast of 
Venetians/Yuppies into the 
hallway of an anonymous 
office floor a modem forum. 
The lift snaps shut, a briefcase 
flicks open, characters dart 
across the stage and are gone, 
crisscross, chp-clop, now you 
see them now you don't. Spare- 
nesa of movement, high 
wi er g y, routine wrawyjnalriiig 
Every detail «*m pha<tigf>q hard 

Tl ghtg smH sharp rei giaw* glia. 

toning tiepins, streamlined 
cordless phones, starched 
glrirt s. marlin braces. 

If anyone is out of it in 
Zadek’s pacy production, it’s 
not Shylock but Antonio (Tg rew 
Klrchner): world-weary, grey- 
ing, no longer up to to tbe Wall 
Street speed. He tries to get 
going with a work-out, but he 
te clearly in need of toman 
warmth. His friendship with 

Rawanin {5 hpantiftiUy modu- 


lated. the older man seeing 
beyond the youngeris flamboy- 
ant affection even as he te 
cheered by it. Bassanio (Paulus 
Manker) 1s bold, untouched by 
life; baffled when a hfa 
friend has made for him gets 
out of howl, i»)iiirti<!My pleased 
when he chooses the right cas- 
ket and nets a rich wife. He te 
matched by Lorenzo (Christian 
Fries), Venetian fop turned 
designer-label Yuppie; both 
ought to be hateful and are 
somehow winning. 

Shylock te more sober but 
absolutely integrated. Just into 
middle age, blond and brill- 
creamed. he recalls Michael 
Douglas in Oliver Stone's film 
Wall Street “Which te the mer- 
chant here and which the 
Jew?” asks Portia, turning to 
the wrong man. Gert Voss 
plays a dealer as straight or 
crooked as the rest - tense, 
speech dipped, the guy in the 
office who renVpq black jokes 
about bonds in pounds of flesh. 
An unexpected gain is the 
poetry. Shylock’s set speeches 

- “Many a time and oft/In the 
Rialto", “Hath not a Jew 
eyes?” — have the fareiwarity 
of opera favourites, instead of 

Hpplatmtwg flw»m VOSS bSTety 

raises hte voice, slips them into 
casual conversation as ideas 
that have just crossed his 
mind. There’s not a whiff of 

file martyr, the Jew as^uist 
who appeared in German post- 
war productions. And 
yet...Zadek is an «»rfrena«ip d 

Jew Mmurtf ami what maVwi 

this portrait so psychologically 
convincing is file cracks. There 
is a moment when Solanio »nd 
Salerio are chattering over 
their newspapers, then turn to 
stone as Shylock appears. 

This Shylock te a highly- 
strung man who hpm« hirnwlf 
in an the office floor but in the 
company of fellow Jew Tubal 
sits cm his briefcase and sobs 

- foe single explosion of emo- 
tion in the evening. As the 
play unfolds, so does this 
driven quality, landing to hte 
murderous designs and fell . 


But there te no remorse or 
self-pity: only a sense that his 
strength in adapting will see 
him back at hte desk before 
long. 

Zadek works tbe theme 
through with Jessica, the girl 
who wan ts to cut a figure in 
the modern world and is made 
vulnerable by her orthodox 
background. Scarcely out of 
her father's house, she runs 
across the tail end of an office 
party /Venetian masque, whose 
revellers a once try to undress 
her. Julia Stembexger strikes 
exactly the balance between 
hysteria and guts in the not- 
quite-assimilated Jewess 
throwing banknotes among the 
debris of streamers. 

For tbe Belmont scenes. 
Johannes Gru take’s painted 
screens roll down to suggest 
another sort of trivia: the Arca- 
dian idyll of inherited wealth 
versus the business of earning 
it on Wall Street Eva Mattes is 
an airy Portia, an Ivy League 
girl who knows what she 
wants and has the wits and 
cash to set 1L Zadek pl ays un 
humour to deflect her sweet- 
ness - the suitor Aragon as a 
storm trooper addressing the 
caskets with military preci- 
sion: two (male) Yuppies mak- 
ing It with one another as the 
three couples get together. 

Comedy brings flat parts to 
life and underlines Zadek’s 
ideas about survival against 
the odds. Old Gohbo (Urs 
HeftD. a Vietnam Veteran who 
shoots up and down the lift 
because he cannot see which 
floor to come out an, and his 
son Launcelot (Uwe Boehm), 
Wall street numer in Union 
Jack T-shirt who sends Bassa- 
nio’s briefcase up to tbe tenth 
floor in his efforts to trick hte 
father, had some of the Paris 
mirllgni-p falling off their «Mh», 
Zadek makes the Gobbos comic 
parallels to Shylock, jokers 
about death, survivors at once 
heartless and human. It is a 
magnificently sustained read- 
ing of the play. 

Jackie Wollschlager 


Help! I’m 
Alive 

ALMEIDA THEATRE 

London’s theatre year would hardly be complete 
without a httte something from Theatre de Com- 
plicrte at tbe Aimwtfa in Islington, scene of past 
successes including an outstanding 15-week rest 
dency, which gave followers of this envigorating 
company a chance to evaluate their progress. 

ft was clear then that the term “physical 
theatre” was no longer adequate. Their *kfl!« 
were stfll mime-based, but they were capable of 
applying them suednetiy and eloquently to clas- 
sic texts. Their version of Durrenmatf s The 
Visit was, and is, among their finest work, 
devoid of the knowingness that can sometimes 

be I rr i t a t i ng . 

In. Help!, Pm Aline they arrive at Contmedia 
del ‘Arte with an ease which convinces one that 
fids is where they were headed all along. At no 
point do they give the impression of accurately 
saving the play. H Btiora, an obscure piece by 
the 16th century Italian dramatist Rnzzante, bed 
that would hardly be the point, since conunedla 
te all about resourcefulness In performance. 
Their truth, accordingly, is to the spirit rather 
than letter of the genre. They play without 
masks, drawing their characterisation from 
Comphcite’s, rather than commedia's. costume 
box. 

The story, such as it is. is of Bflara’s efforts to 
win bis wife fr o m her elderly sugar daddy 
Andronico, here a balloon-bellied mafioso 
flanked fay bodyguards in dggjgnpi* ahade * and 
played by Kathryn Hunter in a blissfully dis- 
torted echo of her (female) role in The Visit She 
performs Andronico's description of his "swee- 
test thing” - his lover - him a jazz player 
tatting a solo torn: guttural, slavering and jmk- 
ing with remembered lechery. 

Marcello Magni brings archness and impecca- 
ble comic timing to the slapstick aritfo g of the 
bereft Bflora, while Toby Sedgwick. late of the 
Moving Picture Mime Show, imbues Bflora’s spt 



Tofay Sedgwick 

vteh unde with disreputable verve. 

Lflo Banc, teeth blackened, into a iasned mwwv 
which belies her little-gbi simper, and Clive 
Mendus, narrator and heavy, round up a cast 
which, under the direction cf Magni and Jos 
Hbuben, goes further than most towards finding 
a modem idiom for the ancient art atcammedia. 

Claire Amritstead. 


December 7-13 Constable fails to sell 


Salome in Nikolaas LehnhnTTs 
production. Julius Rude) con- 
ducts Dino Yaxmopoulos’s pro- 
duction of Giordano’s Andrea 
Chenier (863 6000). 

Grand Hotel, the Musical (Opera 
House). Tommy Time's Bve Tony 
award winning musical stars 
lJli«n« Mantevecchi, Brent Bar- 
rett and Mark Baker in the 
xenake of the Garbo film that 
recreates decadent, dark and 
dramatic Berlin ofthe 1980s. 
Kennedy Centre (468 4600). 

Chicago 

Other People's Money (Royal 

Geozge). Corporate takeover art- 
ist Larty “the Liquidator” Bar . 
Ankle is played far all bis mis- 
chievous worst by Peter Van 
Wagner In Jerry Stem’s funny 
and telling view rf contemporary 
fiMnre, directed here by the star 

of tbe off-Broad way production. 
Kevin Conway (988 9000). 

Phantom ofthe Opera (Audfto- 
rimn). The mldwestem produc- 
tion stars Karen CuUlver sur- 
rounded by the famQiar 
chandelier and other heavy duty 
props in a fail blown staging 
(902 ISIS). 

A Christmas Carol (Goodman). 
William J. Norris returns for i 
his 22th season as Sciooee In 
tbe annual Goodman production 

(4433800). 

lyric Opera- Tatiana Troyanoe 
has the tile rede in Osrnwn with 
Nail Shicoff as Don Jose, con- 
ducted by Eduardo Mata. Leo 
Nuccf sings tbe title role of Rigo- 
tetto in Sandro Seqrd’a produc- 
tion conducted by John Flora 
Civic Opera House (332 2244). 


Works by the UKb two leading 
artists made the news yester- 
day. PhflHps failed to dispose 
of Constable’s “Hie entrawr-p to 
Pen Lane”, when, the bidding 
stopped at £1.8m, while 
Agnew’s, the Bond Street deal- 
ers, announced that it was 
offering for sals one of Turn- 
er’s finest views of Venice, 
“The Ghidecca from the Canal 
di Fusion", which carries a 
price tag of yswx, 

Agnew’s has sold this paint- 
ing on three motmIbwi already 
since it was exhibited at the 
RA in 18ft, file last time in 
1959 to an American collector, 
ft te reckoned to be the finest 
Turner to appear on the mar- 
ket for some years and its 
price, if achieved, would be a 
record far a work by the artist 
ft is on show in Bond Street 
until December 2L 
Christie’s had a good sale of 
Old Master drawings yesterday 


Towards the Millenium 


which brought in over £900,000, 
with 12 per cent unsold. A red 
chalk drawing by the 16th cen- 
tury artist Primaticcio of "Uly- 
sees shooting through the 
Rings” sold for £242,000. ft had 
been owned by Reynolds. 

There was a disappointment 
in tbe works of art sale when a 
white marble group of The 
Three Graces, from the work- 
shop of Carwva, and slightly 
smaller than the version caus- 
ing all the worry in the art 
world, was unsold at £48,000. 
The Royal Holloway and Bed- 
ford New College is around 
£44,000 richer from selling a 
Florentine glazed terracotta 
statue of the Angel of the 
Annunciation, made around 
1510. 


Antony Thorncroft 


Tim City of Birmingham and 
the South Bank Centre in Lon- 
don are to stage an arts festi- 
val, lasting through the 1990s 
and called Towards the Millen- 
nium, as a celebration of the 
twentieth century. 

The plan is to highlight 20th 
century artistic achievements 
decade by decade, with one 
decade for each year until the 
end ofthe century. The greater 
number of events, covering 
both the performing and visual 
gits, plus wrienra and darig t^ 


will take place in Bi rmingham 
al t hou g h medal performances 
of fire London Stafontetta have 
been scheduled at the South 
Bank Centre. 

Next year’s events, on the 
musical side of the festival, 
include performances of 
Elgar’s Dream of Cerontius ,■ 
first heard in 1900, Debussy’s 
Pilleas et Melisande. first 
heard in 1902. Schoenberg's 
2 nd string quintet, first heard 
in 1908 and The Firebird by 
Stravinsky, composed in Z9L0 l 
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US embraces 
Latin America 


SOONER or later President - 
Bosh had. to visit Latin Amer- 
ica to demonstrate his serious* 
ness about his initiative Enter- 
prise for the Americas. This 
envisages a free-trade area 
stretching eventually from 
Alaska to Antarctica. 

Unfortunately, last week's 
tour of the region took place 
while the president's mind was 
elsewhere. The Gulf crisis was 
at a crucial stage, the Uruguay 
Round of multilateral trade 
negotiations in its agonies and 
the Soviet Union unravelling. 
This was not a propitious 
moment to set -right decades of 
misunderstanding and neglect 
in the region, as President 
Bush had promised In June 
when he ftTmmmrpri hia initia- 
tive. 

Nevertheless, .the circum- 
stances diminish neither the 
symbolic importance of the 
presidential tour nor its signifi- 
cance for future relations 
between the US and the rest of 
the Americas. By visiting Bra- 
zil, Uruguay, Argentina, Chile 
and Venezuela at this juncture, 
he underlined his desire to 
begin a new era in US dealings • 
with Latin America. 

The region’s governments, 
though sceptical of President 
Bustfa motives, welcomed the 
change of emphasis in policy 
that Enterprise for the Amer- 
icas appeared to »dgw»i This 
Idea discards the strongly ideo- 
logical emphasis on security 
and aid of the Reagan era, and 
concentrates instead on freeing 
trade, promoting investment 
and reducing foreign debt This 
shift in the US stance caught 
the changing political and eco- 
nomic climate of Latin Amer- 
ica as the region emerged from 
the debt crisis anxious to play 
a more active part In the world 
economy. 


Hedy's Alliance for Progress. 
This was a defensive response 
to the perceived menace of 
communism in the wake of the 
Cuban revolution. Enterprise 
for the Americas, on the other 
hand, follows the collapse of 
communism and the emer- 
gence of new multi-polar blocs 
which have forced the US to 
redefine its alliances in a less 
Imperial manner. 

Most Latin American leaders 
suspected that Washington’s 
new interest in the south 
extended no further than 
neighbouring Mexico. Only two 
-weeks ago. President Bush met 
President Carlos Salinas de 
Gortari in Mexico to lay down 
the framework for a Mexi- 
can-US Free Trade Agreement 
(FT A). Yet by visiting the 
region so soon afterwards, the 
US president has provided a 
necessary sense of balance and 
cleared the air with all he met 


Awaiting details 

In the months since June, 
Latin American leaders have 
been impatient fin- detail. Even 


so, they have come to recog- 
s with 


nise that although 
Europe will continue and new 
partnerships with east Asia 
will emerge, the region is 
increasingly linked to the US, 
not just by trade, but by envi- 
ronmental issues, immig ration, 
language and narcotics. 

These interests offer a more 
lasting synergy than those pre- 
vailing at the time of the last 
comparable venture - Ken- 


Model country 

Undoubtedly Mexico will act 
as the test-bed and model for 
US relations with the region. 
However, America’s message is 
that the degree to which any 
country in Latin America can 
enjoy the advantages of a free 
trade agreement with the US 
will depend in large meas u re 
on the soundness of its eco- 
nomic management. For 
instance, Chile, the country 
that has carried out the most 
successful adjustment pro- 
gramme in Latin America, 
managed to obtain from Presi- 
dent Bush a commitment to 
work towards a free trade 
agreement 

Other countries recognise 
that their bargaining position 
with Washington is going to be 
reinforced if they first achieve 
a degree of integration among 
themselves. Such an approach 
is favoured by Argentina, Bra- 
zil and Uruguay, which are 
pledged to form a limited com- 
mon market by 1994. Bat 
before any progress is made on 
tins, Brazil, the regional giant, 
must emerge from its current 
eonnomic mire. 

This underlines the point 
that President Bush's initiative 
is not a solution for Latin 
America’s problems. Geared to 
rewarding the economically 
successful,. It. does, not offer 
instant cures for those who 
cannot get their policies right 
They wtil have to sort them- 
selves out first 


Venture capital 
for start' 


-ups 


THE British venture capital 
industry is in introspective 
mood. After a decade of very 
rapid growth the next two 
years are expected to see a 
downturn. The big (Sty institu- 
tions which provide much of 
the industry's capital are more 
demanding and want to see the 
returns on their original 
investments before putting up 
more cash. The managers and 
entrepreneurs whom the indus- 
try seeks to back have grown 
tired of the venture capitalists’ 
more extravagant claims. Too 
many venture capitalists are 
greedy in structuring deals and 
they do cot always provide the 
back-up they promise, disillu- 
sioned managers claim. 

A report commissioned by 
the British Venture Capital 
Association from Warwick 
Business School concludes that 
the most successful firms will 
be those which can demon- 
strate high returns to their 


economically. This concentra- 
tion appears to contradict the 
expectation that the smaller, 
early-stage companies will 
receive the additional level of 
advice and service that they 
require. 

Second, a majority of the 
chief executives fel t flint many 
potential users of their services 
had a negative image of the 
industry, largely based on 
ignorance of what it did. This 
conclusion la puzzling. Few 
sectors of the financial service 
industry have received such 
exhaustive and frequently 
uncritical coverage as venture 
capital. There probably is a 
case for more focused market- 
ing effort by the industry but it 
must avoid the temptation to 
blame the cracks in its image 
on the ignorance of its custom- 
ers rather than on any 
of the product it is offering. 


investors or which develop a 
ry niche. 


regional or industry 
Venture capitalists will also 
have to meet investee compa- 
nies’ demands for a higher 
level of advice and service. 

The 18 chief executives of 
venture firms interviewed 
acknowledged that venture 
capital’s greatest failing had 
been the lack of support avail- 
able for start-up and early- 
stage businesses, particularly 
those in the high technology 
area. The industry is trying to 
encourage the creation of very 
early stage “seed capital" but it 
does not expect early-stage 
deals to account for more than 
the present level of 15 per cent 
of all financings by 1995. 


Barrier cleared 


Worries remain 
This period of reflection is 
welcome. Venture capital has 
been one of the most signifi- 
cant new financial techniques 
for channelling funds into 
industry to emerge In recent 
years. The industry has 
financed about 12,000 busi- 
nesses over the past decade 
including, in the past three 
years, an average of 10 start-up 
and early-stage companies a 


Finally, publication of the 
Warwick report has coincided 
with a statement from Si, the 
largest UK venture capital 
company - though it now pre- 
fers to call itself an “invest- 
ment capital” company - that 
the Inland Revenue will not 
appeal against a ruling that 
the company can be treated as 
an investment trust. This 
clears the final barrier delay- 
ing a flotation of 3L 
Senior 31 executives are ada- 
mant that a public Bating 
would not fores them to 
become more short-term in 
their approach to investments. 
But If any of their activities 
are put at risk as a result of 
going public, they will be the 
smaller, early-stage invest- 
ments. Meanwhile other, 
admittedly smaller, venture 
capital companies with invest- 
ment trust status are winding 
themselves up because early- 
stage, high-tech investments 
did not give them the dividend 
stream they needed to reward 
their own investors. 


Any further development 
■ indue- 


Nevertheless some worries 
remain. The Warwick report 
forecasts a concentration of 
money with a smaller number 
of the more successful funds. 
Experience has shown that as 
funds grow bigger they are less 
able to back smaller companies 


which encouraged the 
try’s shift away from smaller, 
early-stage investments would 
be regrettable. Such invest- 
ments are expensive and 
time-consuming to manage but 
they remain a vital ingredient 
in economic t renewal. The ven- 
ture capital Industry must con- 
tinue to look for ways to 
strengthen .this activity. 


E uropean leaders attending 
tills weekend's intergovern- 
mental conferences in Rome 
will face some hard questions 
over the best way to deal with the 
Soviet Union and eastern Europe. 

While the political will to help has 
never been stronger, closer acquaint- 
ance with the practical difficulties 
and cost of transforming even the 
most advanced east European coun- 
tries such as Poland, Hungary and 
Czechoslovakia has revealed the awe- 
some scale of the assistan c e required 
to transform the Soviet Union from 
Ottoman-style military s u pe rp ow er to 
functioning market economy. 

What is more; as the emergence of 
an flUianrp of itcr Communist 


Anthony Robinson examines the economic 
dilemmas facing western policymakers 
dealing with the Soviet Union 


bankrolling 


party 


and military conservatives under- 
lines, it Is still far from dear that a 
modem, western-style consumer soci- 
ety is what the confused Soviet lead- 
ership is aiming for. Such a society is 
Incompatible With maintaining a mod- 


eastern promise 


version of the Soviet 
through the old authoritarian : 
tlons whose supporters are now re- 

emerging. 

Hie resulting ambivalence e xp l uto * 

the dflemma for western policymak- 
ers - how to help the Soviet Union 
reform itself, and prevent a feared col- 
lapse into fammtt. civil -war and anar- 
chy, While malting quite riaar that- the 
west is not prepared to throw billions 
of Hniiani into tim Mack hole of an 
unreconstructed Soviet state and 
economy. 

The problem is lack of incontro- 
vertible evidence that fligmantHng 
military-related industry to unleash 
resources for other uses is taking 
place on a large enough scale. Accont 
tog to the 1991 budget, spending on 
defence wiU rise RtfJSbn to B132bn 
next year. This probably represe n ts a 
small cut in real terms, but certainly 
there is no evidence that military 
research and procurement has been 
savagely cut to match the ««»Ta of 
political detente between east and 


Donors favour targeting 
priority areas so as to 
create the conditions for 
currency, stability and 
convertibility 


west 

Under these circumstances com- 
mon-sense militates against large- 
scale, unco-oxdinated loans to sustain 
the inertia of heavy military spend- 
ing. The alternative now favoured by 
potential donors is for a closer target- 
ing of priority areas crucial to raising 
bard currency earnings, modernising 
key sectors and above an creating the 
preconditions for currency stability 
and convertibility. 

This practical need fear dose co-ordi- 
nation of fixture economic and finan- 
cial aid was explicitly recognised at 
the Houston economic au mm i t in July 
when the Group of Seven leading 
Industrialised countries decided to 
send a mission to Moscow to assess 
Soviet needs and agreed on a joint 
approach including the European 
Community, the International Mone- 
tary Fund, the World Bank, the 
Organisation for Economic Co-opera- 
tion and Development and the new 
European Bank for Reconstruction 
and Development. 

Since then, however, perceptions .of 
tim Soviet crisis have darkened fol- 
lowing the inconclusive debate over 
the Shataltn plan for radical economic 
reforms, uncertainty over the future 
status and powers of the constituent 
republics and increasingly urgent 
pleas from Soviet officials for 
short-term food and medical aid. 

Closer investigation of the food sup- 
ply si tuatio n confirms there is no real 
shortage of food. The problem is a. 
chaotic and corrupt distribution net- 
work in which oppor t un ities to corner 
and re-sell goods is rife. This black 
market in foods is a result erf sup- 
pressed hyper-inflation caused by the 


Soviet government’s failure to curb 
deficit spending or move decisively 
away from the old command econ- 
omy. 

The confusion over reform starts at 
the top where President Mikhail Gorb- 
achev continues to swear his alle- 
giance to “socialism’’ and rejects radi- 
cal proposals for returning land to 
private ownership, while Mr Nikolai 
Ryzhkov, his prime, minister, pledges 
to defend military-related industry. 
Mr Ivan Silyaev, the prime minister of 
Russia, says that military-related 
industry accounts for about 35 per 
cent of Russian industrial production. 

A G per cent rise in the output of 
consumer goods year, and proj- 
ected steep falls to industrial produc- 
tion generally over the next two 
years, indicates that some slow prog- 
ress is being made to wean the Soviet 
economy from its overwhelmingly 
military orientation. But it is not radi- 
cal enough to free reso urces f or 
export or for internal consumption. 
For this to occur, effe c tiv e commodity 
and wholesale markets are needed to 
replace the old and discredited central 
allocation system . They do not yet 
exist, leaving a gap to be filled by 
mafia-type organisations outside the 
law. 

Another reason why Soviet 
have been scouring western - and 
Middle Eastern - capitals for loans 
has less to do with a shortage of food 
than the fact that the Soviet Union 
has become unhankahia so far as 
most commercial banks are con- 
cerned. 

The days when the Soviet Union 
was regarded as a first-class credit 
risk are over. Exporters without gov- 
ernment-backed guarantees are feeing 
long delays in payments on more than 
S2bn of trade debts, and most com- 
mercial bank transactions are limited 
to export credits link ed to organisa- 
tions such as the UK’s Export Credit 
Guarantees Department and ffammi 
of Germany. Only Vneshekonombank, 
the revamped. Sonet foreign trade 
iwnir, stands out as an of pro- 
bity. But the cost of honouring its 
guarantees has been a $6bn drain over 
tiie first half of this year an Soviet 
hard c u r ren cy held with banks 
belonging to the B«nk for Interna- 
tional Settlements. 

fit spite of much talk of reform and 
a plethora of confusing, often contra- 
dictory and frequently unenforceable 
legislation, persistent problems such 
as rouble inconvertibility, uncertain 
.legal protection and lack of a func- 
tioning banking system mean -that 
. foreign. equity Investment has also, 
been slow to materialise, though there 
are a large number of joint ventures 
on papa. 

Moscow has turned to loans from 
governments- and institutions to fill 
the gap. Germany, grateful to Mr Gor- 
bachev for re-unification of the two 
Germanys and anxious to ensure the 
speedy repatriation of Soviet armed 
fortes from former east Germany, led 
the way with big loans and goods 
from the Berlin stockpile. On Monday 
tiie European Commission proposed 
Ecu750m in food aid out of the 
Ecu3J2bn 1991 package of aid and 
credits far the Soviet Union and east 



Empty ahetww bi Moscow^ shop* ora Just 


USSR 


Hard currency borrowing 

2J5 ; 


Oil production 

iraHon formes 
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are the sort of problems now taring 
the Soviet Union on a grander scam. 

buzz term. With the success of the 
JJSn Polish cunency rtabfli»tUmta 

a priority for EC ffimndngtoto 

heln both east European countries 
and* the Soviet Union stabilise their 
currencies and introduce full cur- 
rency convertibility. , 

Technical and financial assistance 
to increase Soviet oil and energy pro- 
duction, rate 

ss-sseajsS 

ra-SJMSKSSKs 

bdp to modernise the food supply art 
distribution system and transport 
infrastructure. . . 

Following visits to Moscow, by 
top-level EC, IMF and Wcstt Butt 
delegations in recent weeks, . Soviet 
leaders,' including Mr Gorbachev, 
have placed a new verbal emphasis on 
tim need for a sound currency. How- 
ever their support for a sound cur- 
rency has. in practice, been made 
questionable by further unplanned 
Increases in the money supply and a 
real inflatio n rate approaching 80 per 
cent and rising. 

Longer term, both Moscow and the 
republics seeking greater indepen- 
dence ore Hairing on becoming mem- 
bers eff the IMF and the World Bank. 

Membership would re-enforce 
Soviet compliance with, the specific 
problem-solving approach Ptauered 
by the IMF and now being adopted by 
western governments ant other-tanMr 
tuttons with the aim of helpin g the 
Soviet Union exploit its own resources 
q-nA areas of wealth more efficie ntly . 
By fer the greatest resource is energy, 
especially oil and gas, but re duce d 
military production should also' divert 
minerals - metals, for example - for 
other uses. 


Id theory the Soviet balanre ofpay- 


winnfai should benefit subs taut — _ 
next year from the conversion; of 
intra-Comecon trade to a dollar ra t her 
flmn transferable rouble basis from 
January 1 and also from higher world 
<rfl prices. 


Estimates of a windfall gain of up 


era Europe. 

Europe’s contribution,. fallows help 
.■freon further rfielrf. TbjeGulf, states 
have .promised |4tm in aid and loans, 
partly In gratitude for Moscow's 
harder line against Iraq in the Gulf 
crisis. Cynics expect Japan to loosen 
its own purse strings next year if Mr 
Gorbachev shows sufficient flexibility 
over the return to Japan of the four 
Kuicile islands occupied by the Soviet 
Union since the end trf the second 
world war. 

Whether the Soviet Union will 
derive any lasting benefit from such 
largesse, however, remains open to 
debate. Last week's meetings .of EC 
foreign ministers and Group- of 24 
western aid donors in Brussels agreed 
that aid has to be coordinated and 


closely targeted on reforming key sec- 
r .tors of the Soviet economy, 

... As a result of these discussion* EC. 
. leaders meeting to Rome are expected 
to endorse an aid and assistance pol- 
icy hedged around with maximum 
conditionality to ensure that loans 
and aid are used for specific purposes 
. agreed in advance, particularly in the 
Soviet case. 

Definitely out of favour is tiie Idea 
of creating a large fluid, on lines simi- 
lar to Italy’s Cassa per 11 Mezzogmroo. 
This Initiative was designed to reduce 
the huge income gap between the 
north and south of Italy but in prac- 
tice' reinforced and fod the mafia and 
political clients, perverting invest-' 
ment choices and contributing to 
Italy's budget deficit problem. These 


to «30bn resulting from higher — 
tsices and hard currency pricing have 
to be taken with a large grain of salt, 
like most statistics and estimates 
relating to the Soviet economy. But in 
the longer term both the Soviet Union 
and eastern Europe shn»M gain from 
the abolition of the barter arrange- 
ments under which the Soviet Union 
supplied cheap energy and raw mate- 
rials in return for often shoddy con- 
sumer goods which piled up unsold in 

warehouses. 

But the main question remains the 
capacity of the Soviet economy in its 
present state to stem the 1 10 per cent 
foil in ofl production over the past 
three years and take advantage of 
curre nt high International prices. The 
multinational oil companies could 
help and are competing among them- 
selves for the privilege. They are 
mainly Interested in developing new, 
especially off-shore, oil fields. But any 
investment which increased both the 
Soviet Union's hard currency earn- 
ings and erh*T«»fld its status as a 
secure alternative source of energy to 
the west would fit the sort of mutu- 
ally beneficial profile which makes 
sense to both. east and west. 

.The potential .scope for tie-ups 
bet w een west e rn technical and mana- 
gerial know-how and Soviet resources 
is the carrot which keeps Moscow 
hotels filled with western business- 
men to spite of the increasing difficul- 
ties of finalising deals and getting 
paid for them. In recent months it has 
been easier for Moscow to obtain bard 
currency through appeals to govern- 
ments rather than to create the legal 
and other conditions for equity invest- 
ment in specific revenneearntog pro- 
jects. That could be a dangerous illu- 
sion. In the long run, re-integration 
into tiie world economy through for- 
eign equity investment must be more 
beneficial than piling up debt 


Dr Hammer’s 


loyalists 


■ Atop public com pa ny which 
organises its annual general 
meeti ng t o coi ncide with its 
ageing rfmiHiiwi 'a birthday 
has to be rather odd. 

But what if the same chair- 
man hires a film crew to follow 
him round the world to record 
him greeting everyone from 
the Pope and Prince Charles 
downwards. Surely the com- 
pany’s shareholders have 
rai]« > to be more t ha n a wti<* 
upset, especially if their shares 
have performed as miserably 
as those erf Occidental Petro- 
leum have over the years. 

The strange thing about 
Occidental Petroleum, how- 
ever, is that its shareholders 
loved the company and. espe- 
cially its ehafnmari , Dr Armand 
Hammer. With the possible 
exception of the reclusive Leon 
Hess of Amerada-Hess, 92-year 
Old TTwrnmar was the last 6f 
the great characters to the US 
ail industry. 

When predators were riding 
through the US oil patch to 
tim mid- 1980’s, Occidental was 
the one obvious target nobody 
dared touch. David Murdock, 
a Los Angeles financier and 
major Occidental shareholder, 
threatened to cause trouble. 
But the good doctor saw him 
off along with a string erf Occi- 
dental presidents with whom 
he did not see eye to eye. 

Hammer didn't control a 
big Chunk of the Occidental 
equity, but he did have a loyal 
board and a devoted base of 
small shareholders. In many 
ways he was akin to Lonrho’s 
Tiny Rowland. It is a recipe 
which does not appeal to many 
big institutions but it is the 
b est ta keover deterrent 
invented. 


Case rests 


■ Hammer’s death has 
deprived the UK courts erf prob- 
l the “biggest and most 
expensive libel action ever; 
even bigger it seems than the 
Tolstoy /Lord Aldington trial. 


Observer 


Peter Carter-Ruck, the libel 
lawyer, had just issued a writ 
on behalf of the late Occidental 
chairman, alleging 157 separate 
libels by Steve Wlenberg, 
author of Armand Hammer: 
The Untold Story, and his pub- 
lishers Random Century. 

Three months had been set 
aside fin: the hearing due to 
begin next April before a High 
Court Judge sitting without 
a jury. Lawyers on both sides 
had warned their clients to 
expect total costs of some-. . 
where between £3m or £4m. 

The action, brought in the UK 
because of the difficulty which 
public figures have in proving 
defamation under the US laws, 
will now lapse. 

The irony is that the Lord 
Chancellor is currently carry- 
ing out a fundamental rev i e w 
of the libel laws. One change 
being considered fa the law 
prev e nting victims of libel 
recovering damages if either 

the victim or the defamer dies 

before the case gets to court 


Gap-bridger 

■ Another important recruit 
has been signed up by 
Mlnorco, the offshore invest- 
ment arm of the Anglo Ameri- 
can Corporation of South 
Africa which is gradually 
t ransfor ming ffaaflf Into a 
handgun, operational natural 
resources group. 

Gerard Munera has been 
taken on as chief executive 
erf Mlnorco USA, the holding 
company recently set up to 
oversee the Luxemboarg-based 

group’s interests to the States. 


in the wrirthig huiT nietalsbusi- 
ness, Munera, 54. also bridges 
the culture gap between 
Europe and America. He was 
bora a Frenchman Cta Algeria, 
actually) but became a US citi- 
zen in the early 1980s when 
he was chief executive of 
Pechiney's subsidiary , Howmet 
Aluminium, in Connecticut 
Since 1985 he has worked' 



rians know it was Iraq that 
shot down the plane carrying 
their then minister of foreign 
affairs. Mohammed Benyahia 
as it flew from Baghdad to Teh- 
ran to 1982. 

The "accident" claimed the 
lives trf one of the most tal- 
ented groan of diplomats anv 
third world country could line 
up. Benyahia and his team of 
Ms advisers were busy shutti- 
ing between the two capitals, 
in one of many vain attempts 
to negotiate a ceasefire 
between the two Middle East 
countries. 


"He’s searching far the 
rest of hb electricity 
share allocation.” 


in Paris at Fechtoey’s head- 
quarters, in Brussels as chief 
executive of Union Minfere 
and in London, for Just over 
a year, with the RTZ Corpora- 
tion. Now moving to Denver, 
he Is particularly p leas ed to 
be back to the States where 
fafa four children ttve. 

He says his new role wfil 
be similar to the one he had 
at KTE developing a longterm 
strategy forMtoorco In North 
America. Munera has some 
room for manoeuvre because, 
unlike many companies. 
Minorco Is not shmt of finan- 
cial resources.- Even after 
spending $7D5m to acquire * 
Freeport McMoRan’s gold com- 


Mining) last year, 
Mlnorco still has SLSbn cash. 


Forewarned 


When president Chadli 
l of Algeria meets 


wffl be under no Htoston that 
he can. afford to tarn his back.- 
Though they've never admitted 
as muchln public tiie Alge- 


Any old hat 


■ The strange things some . 
executives do to celebrate a 
transaction. 

JUst as soon as Bill Gamell, 
43-year-old chief executive of 
AmgraTu m Irtf fTTtfl t ifllial ■ 
completed the sale of Amer- 
n ham 's nHriiwii diagnostics 
business to Eastman Kodak 
this morning, he will be hot- 
footing it round to London's 
iannyn Street to buy a new 
bat. In fact he will be buying 
two hats, one far himself and 
one for hfa opposite number 
at Kodak. 

This rather odd behaviour 
began when Castell did his 
first deal at Wellcome. Since 
then he has collected seven 
celebratory hats and now owns 
close to three dozen head 

tTitmV Wa 


rather than sending rotmd the 
more usual aahnnn 

or caviar.- 

“I interpret their characters 
by the foolishness of the hat 
I buy”, says CastelL 


Absent friends 


■ With Israel's holiday indus- 
try hard hit by the Gulf crisis, 
a man on a bus there showed 
his son seated beside him a 
newspaper headline: Tourists 
see Martian to Tel Aviv.” 

The tittle boy grinned. That 
doesn't fool me. Pop,” he said. 
“There’s no such thing as . 
tourists.” 



OMEGA 


THE PROFESSIONAL; 


w AT&l-FimSTANT 20QML 0“6Qti(lN NOTCHED 
one- way rotating bEzeL 

PROTECTED SCREW-CROWN. FROM £ 365. 


FOR FURTHER IMff 

o*n*cr oust* jewma* □* t^one 






.S JV 




d 

N 


m 




. ^ 

i 






s- 


V • 


i 




"r 





WEDNESDAY DECEMBER 12 1990 


rn rt* 

ir . ■ ■ "•••:, «V; f-JjA 

; :;;.v : ;>v 

v..«* F . J. ’ ‘‘V, 

-Mill:.;;., : * ■ ir '...J 

8C'^ ; , *?V5 fee, 

; •■ 1 .!:.=- .. Hit? 

"*’ *■ i'U-r^ .i ... .. L J ’ 1^4 . f 
iW* fu-v* ;.. 

■•' . ;V": r -*5*ii 

Vffr *. ‘-..-.i ' • - 5 ^ V. 

iwrrn .--v, • = l> i. ‘ ' i' ' ? ; •■’■ $ 

*» iwvr ;;•. . -V !>& 

*h| and i."’ Jli * ? 

■' IfTn: i.-i. ^ 

* tfc *« 5 ** j. i.:.;,.' 

to ”? Ww :.v» -5*2? 

vv ^ t*. ssr:-. i Jt-fcjS 

H , - •; . ; 

fin: «-s«5: 

w** »•* s- F‘ ••>•:. •. „ » . -;'f ^ 

!t»£i%'oa w-,-; — ■■ •« 

^*wrt 

4JV3 .• .. .._■ ■■'■•’■Rsw' 


Champions enter lists for Emu 


fiH yr. - — fejj 

! >T ‘l r 5-: : f— . •* ,; K -II.- 

f, . _ . _ • '-c* 



" ■ l 

: f -TrtTi: r v * 

v* :.f r..-- ’1 
rifc* rf-.f 

pa? 

’V 

•iv o;V' 


*^-vl 1 ■ * ! 

iv* 

; 

sHefr-'* !•••.'• • 

i " - " ^5 
'■VV-f.C 

i . T . ’ - . 

• ;A.W . ' •; 

’ ' r V*. .'Jr:- 
• -.-c"- 

- 

* ;• 

• '' • •--T-X : 

If - 1 

.If*-’ •» * 7 — 

r»v"- - : • 

r ~ 

rr y "- ' 

' '. . A ". 7 - 

- -=■• • 

• • •*- 4 



■Ov.Vi- ' 

... • 

a,...*; ». 

• “ ;r.‘- 


"I*.' - 

ss - v - : • • • 

• • • T' "* r : 


*. ■* ‘zrn 

tv.r ■ , ■ ■ 


'-ytr' *• 

• -:v -:ii 


. . -.--c' 


— - ■ • r* >i 


r — ^ 

i.*V - •• 

1 » _■ ■ C? 

»r : ' * • 

r . ..J; 

■•trw •- 



. _ w .1 

twtw- * '• 

jpM {.■ - 

. x ..'•*! 

is : •• • 

J --- 


’ ir '„: ..t. 

'• 


J". 

- • 


. . ’V ■ 1 ” 


- - r*. 

... .. . 


fc 1 ! " '•• ‘ 


s-iii.rl ■< ' - 


. . 

**" . * - , 

r.V7 

. ■" 

*»■' •- 

' „ . 


.... 

M 


. ■ 




OME®1 





As European leaders 
prepare moves towards 
economic and monetary 
union, Martin Wolf 
analyses disputes over 
its timing and its costs 
and benefits 


DIVERGENCE FROM THE GERMAN STANDARD 

* 12 % 




I bond yields 
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T be-inter-governmental 
conference on the 
European Communi- 
ty's plana for eco- 
nomic end monetary union is 
to begin this weekend. Among 
the most important battles wffl 
be between those who want 
timetables for Emu, never 
mind convergence, and those 
who want prior convergence, 
never mind timetables. The 
outcome is likely to be anratti- 
speed move to Emu. 

The most recent round in the 
battle came in Rome at the 
meeting of the E u ropean Coun- 
cil of October 27-28 1990. At 
that meeting two dates were 


r Ij ^ 

‘ ... ijfc. 

#h« * 

U ,-y W... . „ 

iiwnu «v Pl .'. 7 ?^^ 

ass? u.v 

wx * « • -• .";?!**; * 

S'hsn \ -!l • ’V- .. . ' 


• January 1 1991, when "the 
second phase , [of Emu] will 
start”; and 

• rat the latest within time 
years from the start of the sec- 
ond phase” when "the Commis- 
sion and Council of the mone- 
tary institution will 
report ... an the functioning 
of the second phase and inpar* 
ticolar on the progress made in 
real converge n ce, in order to 


possible- Accordingly, it tnm«te 
to support -the Bundesbank’s 
tough conditions, prior eco- 
nomic convergence being 
among the most I mportan t 
What does the Bundesbank 
want and why? hi its Septem- 
ber 1990 paper on Emu the 
Bundesbank insisted that "the 
economic and Institutional 
conditions far the commence- 
ment of the firwd stage of the 
monetary union . - . ea u be 
fh tfl ned only in the course of a 
lengthy transitional pro- 
cess . . . The transition to 
another stage . . . should be 
made solely dependent on the 
fulfilment of previously-defined 
economic and economic policy 
renditions, rather than on spe- 
cific timetables."* '• 

The Bundesbank's economic 
justification was that "an early 
irrevocable firing of exchange 
rates and the transfer of mone- 
tary policy powers to Commu- 
nity institutions would involve 
considerable rfafen to monetary 
stability . . . Furthermore, 
widespread additional calls for 
compensatory public financial 
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prepare the decision concern-, adjustment would be very 


ing file passage to fha third 
phase, which will occur within 
a reasonable time”. 

This was an honourable 
draw. A precise date has been 
given to an Hi-defined stage cm 
the journey and an imprecise 
date, to a dearly-defined stage. 

But what is the battle all 
about? Like most vigorous 
debates over economic policy, 
it is at least as modi about 
power as about economics. 

On Emu, Germany is the sta- 
tus quo power. The Bundes- 
bank, as guardian of the Euro- 
pean key currency, has what 
the others w ant: the power to 
set its own monetary policy. 
Unsurprisingly, therefore, Mr 
Karl Otto PdU, the Bundes- 
bank president, hfid the Bouse 
of Lords Select C ommittee on 
the European Communities 
that T; do not need a European 
Central Bank! The Bundesbank 
is good enough for me.”* 

Others are Je£» . happy. -Itar 
them 'fire ' cholde "is between - 
Bundesbank ^mnfwrtVw^ a. 
single currency that, however 
hke the D -Mar k it might turn 
out to be, would at least be 
subject to the Influence of 
some of. their nationals. 

The German government 
recognises that its partners are 
unlikely to tolerate the present 
degree of German influence 
forever. Emu, it accepts, is a 
mice it may have to pay. But it 
wants to make that price both 
as small and as long delayed as 


likely, especially from the 
countries of southern Europe.” 

Against this, the Commis- 
sum, ^ Its con t ributio n to the 
forthcoming intergovernmen- 
tal conference on Wwm rair« 
for both a short transition and 
one governed by precase time- 
tables. An important argument 
for speed Is that "the period 
ahead contains risks of insta- 
bility due to the gap between 
the achievement of financial 
Integration . . . and the com- 
pletion of monetary union".* 


Michael Emerson, a senior 
Commission economist, says 
"the alternative to progress Is 
regress”.* 

The arguments have ptansi- 
bflity. Now that > y<«haiip» con- 
trols have been eliminated, 
maintaining bbut parttfa* that 
axe subject to doubt might 
require interest rates to vary 
considerably and sometimes to 
reach very high levels. Current 
d iverge nt economic conditions 
within the EC fanw e the risk 
of speculative attack. The 
union of Germany has contrib- 
uted to a rise of about 8 per- 
centage points in German bond 
rates and an increase in the 
German fiscal deficit, now 
widely expected to be 5 per 
cent of gross national product 
next year and for several years 
thereafter. The German econ- 
omy is also booming, with 
growth of 55 per cent in file 
year to the third quarter of 
1990* 

Meanwhile, the rest of the 
EC is slowing down or, as in 
the case of the UK, is already 
in recession. The French econ- 
omy grew by only Z2 pear cent 
in the year to the second quar- 
ter. France has managed to 
lower short-term interest rates 
slightly, against the co n tr a ry 

tVrman trend. Bwt at atmnut 

10 per cent in ncimha? tem*, 
French short-term Interest 
rates remain very high in real 


THE DELORS REPORT'S STAGES TO EMU 

STAGE ONE: u niv er sal membership of Ihe exchange rate 
mBcharSgn of tie European Monetary System and comptedon of 
the Internal nuriiet induefing aboition of afl exchange conffote. 
Stage One began formally in July 1990. 

STAGE TWO: envybito force of a new trealy of economic and 
monetary union and e e tab te hment of Vie European System of 
Central Banks. Subject to certain ooodWons, Stage TWo Is now 
s u p pos e d to begin In January 1994. 

STAGE THREE: transfer of fid monetary and economic 
competences to CommunBy Institutions, irrevocably locked 
ea t c ha riQe rate* and a ch a ng e over to a rin^e currency. M ovement 
to Stage Three is now to be corariderad wBMn three years of the 
move to Stage TWa 


terms. The resultant political 
pressures tend to undermine 
the credibilily of the e»riwngp 
rate and thereby increase the 
costs of defending it 

The risk of instability is gen- 
uine, but it hardly presents a 
decisive argument for haste. 
Adoption of a aitig iA currency 
is a serious step. Countries 
should discover, in advance, 
whether they are prep ar ed to 
stand the economic beat. If 
not, they should stay out of the 
German monetary kitchen. 

The argument for a strict 
thnBtehlA js that , as Mr Jean- 
Claude Trichet, the French 
Directeur du Tresor, told the 
House of Lords Selec t Commit- 


tee, convergence would then be 
a consequence, of monetary 

mitrm ra t Hop fhan a prerequi- 
site. Similarly, the Commis- 
sion’s study of Emu claims 
that "there is a strong eco- 
nomic case for setting fixed 
and credible titnetehlag to spur 
convergence and encourage 
anticipatory adjustments on 
the part of government and 
businesses".* 

Yet the least one might 


ous of Emu is that they fry to 
achieve convergence without 
having a gun pot to their 
heads. Furthermore, what if a 
thnetaMe Han hem set «nd on 
the day, adequate co nver gence 


has not been achieved? 

Given the German desire for 
prior convergence and the 
strong preference of some of 
the others for swift movement, 
a multi-speed Emu seems 
unavoidable. Such a multi- 
speed movement is likely to be 
incorporated into the Emu 
treaty. The Rome communlq ufi 
already provided for this- “The 
Treaty may lay down transi- 
tional provisions for the suc- 
cessive stages of economic and 
monetary imfnn according to 
the circumstances of the differ- 
ent countries.” 

However logical, a multi- 
speed move to Bmn would cre- 
ate something of a crisis for 
three of the EC’s larger mem- 
ber countries - Italy, Spain 
and the UK. 

Neither Italy nor Spain is 
likely to achieve a reasonable 
degree of co n vergence cm the 

German s tandar d in the nwfl r 
future. Italy, in particular, 
retains a budget deficit of more 
than 10 per cent of GNP and an 
anmral fnflatfmi differential OKS 
d vis Germany that has 

r emained afmrwt nnffhangtJ at 

around 4 percentage points, 
since 1987. Spain, is even fur- 
ther from achieving conver- 
gence, not least because of its 
high rate of unem ployme nt. 

It is no surprise, therefore, to 
find Italy pushing for time- 
tables, wifiiout clear conditions 


Lessons from the German experience 


SINCE German economic and 
monetary union (Gemu), 
industrial output in east Gev 
many has declined by half. 
The five leading German eco- 
nomic research festitutes fore- 
cast that under-employment 


• integration of two hitherto 
separ a te pools of labour and 

rapifallj ami 

• monetary union. 
Differences fat output per 

head do not explain the eco- 
nomic collapse in east-Ger- 


~Jtad uncmpfoyntenl wfiTrfee to' maody. Countries with, different 
s6me 40 -'pax cent ‘of ‘fine east levels ‘ of "productivity can 
German labour force. They trade' readily with one 
also exoect east German Gross another, denendiiur only on 
DomeatteProdiKttodedfineby differences in comparative 
16 per cent fids year and by advantage. Nevertheless, the 
another 10 per cent In 1991. move to free trade has made 

Look, Mr Karl Otto Pohl h ith ert o ov erp ri ced, low qual- 
points out, at what has hap- ity east German goods unsale- 
nened to Germany. Emu able. Meanwhile, activities 
would be di ffe rent, but would that are profitable u nder free 
tt be different enough? trade take time to expand. 

Gemu involved: A^ustment to free trade has 

• an instantaneous move to been made more difficult by 
free trade; .the Integration of fire labour 


market. In an integrated 
labour market real wages for 
workers with comparable 
■y*n« fawnni he very 
In a competitive market econ- 
omy, east and west German 
wages should converge. But 
west German real wages ought 
to fell; at feast relative to 
trend, as east German wages 
rise. Many mote job opportuni- 
ties would them be opened up 
in fiie G erman economy. 

Unfortunately, redundant 
east German labour has Stile 
capacity to drive down west 
German real wages. Conse- 
quently, wage levels in east 
Germany need to remain weQ 
below those in the west for 
some time. In practice, wages 
in east Germany are being 


pushed up w ards , both by the 
trade iwfan* »n4 by g en erous 
social security provision. 

Giv en these pres sures, the 
terms of monetary union are 
of little importance. A lower 
conveukmrato would have eet- 
the Initial level of real wages 
in east XSermsny at -a more' 
competitive leveL But It is 
unHhej jy that this would have 
of f ered maze than a temporary 
respite. 

What then does Gemu tell 
about the prospect s for Emu? 
The EC is already a free trade 
area. Moreover, the EC's 
labour market would, in prac- 
tice, be nothing Uke as inte- 
grated as that of Germany. 
Finally, In the case of Gemu 
an arbitrary exchange rate 


was imposed, while in Emu 
exchange rates would not be 
fixed until after some years of 
experience. 

The obvious parallel would 
be the labour market. The 
transparency created by a sin- 
gle curre ncy might influence 
wage bargainers to push for 
EC-wide norms. That danger 
eoald be exacerbated by the 
Impo siti o n of northern Euro- 
pean labour standards on the 
poorer countries of the south, 
via the Social Charter. 

In short . Emu has da nger s 
and Gemu provides warnings, 
especially over policy to wa rd s 
the labour market But the 
two are different Experience 
with Gemu is not a decisive 
objection to Emu. 


for con v ergence. But the Ital- 
ian bluff must be called. If the 
core countries - Germany, 
France, the Netherlands, Bel- 
gium, Luxembourg and per- 
haps Denmark Ireland — 
resolve to go ahead soon, Italy 
would be faced with a real 
deadline, which would provide 
a genuine test of whether time- 
tables breed c onv ergence. 

The UK also has problems of 
economic divergence, notably 
in inflation. But the UK has a 
political problem as wefi. It 
wishes to avoid being in Emu's 
second tier, but is equally 
unwilling to accept fixe goal of 
a single currency. The UK’s 
proposed solution has been the 
Treasury’s "hard Ecu" plan. 

The advantage of the plan 
fur the UK is that it adds a 
common EC currency that 
might become a single cur- 
rency, but would not be 
adopted in a "big bang". 

The disadvantage of the plan 
is that, even if technically fea- 
sible, it meets none of the 
objectives of the other major 
prayers. The Bundesbank 
regards all parntirf currencies 
as potentially compromising 
its ability to manage the 
D-Mark. Most of the others 
regard the “hard Ecu" with 
equal Buspidoo, partly because 
of its provenance, but also 
because it might add to 
exchange rate instability 
rather than reduce it and, in 
practice, reinforce the Bundes- 
bank’s hegemony rather than 
undermine it 

What then should be expec- 
ted in the IGC on Emu? Pre- 
sumably, the treaty will allow 
fife establishment of a Euro- 
pean central bank, to manage a 
European currency. It will per- 
mit member countries to adopt 
the new currency at times of 
their own choosing, subject to 
conditions that they would 
need to meet. The new cur- 
rency would, therefore, not be 
- indeed, could not Ira - 
imposed. But, at the same 

time, nn mgmhw r ratnH- y mjj 

stop others from adopting it 
No definitive date for move- 
ment to Stage Three is likely to 
be agreed at the IGC, since eco- 
nomic mnilHinwB would have 
to be met as welL There will, 
however, be an effort to fill the 
hitherto empty shell of Stage 
Two. Hoe a hardening of the 
Ecu - not permitting it to 
depreciate against any cur- 
rency in a realignment - and 
fiie establishment of the Euro- 
pean Central Bank might, 
taken together, put a flgleaf on 
the imirwttepw a of the British 
government. 

None the less, since the 
Bundesbank is adamant that 
responsibility for monetary 
policy Is indivisible. Stage Two 
is "never likely to amount to 
mtMfo- The Bundesbank will 
d efend its autonomy, until it is 
required to hand over to what 
it has accepted as a worthy 
successor. So any second stage 
will, in practice, either be a 
"one idus” or a "three minus". 

Above all, if the third stage 
is to come soon - or even any 
time this decade - only a 
select few are likely to get 
aboard. There will either be a 
multi-speed move to Emu or no 
move at alL 


I s economic and monetary union 
o£ the European Community eco- 
nomically beneficial? What pow- 
ers might be transferred to EC insti- 
tutions as it cornea into effect? These 
ate fiw two fundamental questio ns 
raised by the plan for Emu. 

On the first, the EC Commission 
has claimed, in its submission to the 
inter-g o ve rnm ental conference due 
to start at the end of this week, that 
"the member states and the dtiaens 
of the European Community will 
only fully benefit from fiie positive 
effects of the creation of the large 
common maritat amt cooperation if 
they can use a single currency - fife 
ecu” 3 . On fiie second question, fife 
Commission argues that "to be fully 
effective, Emii requires a qualitative 
institutional jump which wifi, bring 
the Community comriderahly nearer 
to a political union.” 

Opponents of Emu . agree on the 
latter. Indeed, they go further. Mr 
Nigel -Lawson,- the former chancello r 
of fife exchequer, has argued that 
‘bluntly, I do not see how a single 
European currency, m anag e d by an 
independent single European central 
h«Tiir can make practical sense 
nniana. it is matched by a single 
European finance, minister and 
Finance Ministry, and thus a single 
European government: In other 
Words the creation of a United St ate s 

of Europe.”® 

Before asking whether Mr Lawson 
is right on the impllcafijons, one 
ahouidask whether the C omm i ssi on 
is ri ght on the benefits. A tome of 
347 pages contains the ComndssIan’S 
case. 3 In the end, to nobody’s sur- 
prise, it ffnda that Qnn fegood. 

The Commission argues that Emu 
would provide the following ma i n 
benefits; 

• elimination of fife ex c h a n ge risk 
premia that are embodied in Interest 
rates within fife exchange rate mech' 
atrism; 

• price stability; 

• disinflation at lower economic 
cost; 

• aHwrtnatton of foreign exchange 
transaction costs, said to account for 
about Yt percent of EC gross domes- 
tic product; 

• reduction in country-specific eco- 
nomic shocks, as economies Income 

ymiH * - 

* enhanced Ananyin? integration 
and so superior adjustment to 
shocks; 

• creation of a major new Interna- 
tional currency; and 
to improved global economic coor- 
dination 

Against this are two costs: 


A political project which must 
be judged on economic merit 


icy; and 

to loss of monetary financing of 
budget deficits and of seigniorage 
<the revenue g ener ated by fife issu- 
ance of money); > . 

The Commission argues that fife net 
benefits are overwhelmingly posi- 
tive, despite the contrary co n e tu s ton 
im plicit in the xdder theory of “opti- 
mal currency areas”. 

Is all firi« no more than special 
ptenriing , or -does the Commission 
have the case it says it has? The 
most important weakness Is the 
Commission’s presumption of "sure 
advantages as regards overall price 
atahfiity" 3 . This cannot be assumed. 
The overafi price performance of the 
EC might well be worse under the 
proposed arrangements than under 

The Bundesbank has not been suc- 
cessful merely because it is indepen- 
dent but also because it builds an 
Germany's w«tnrirany4iuin«»ii fear 
of In flation, a fear that other mem- 
ber countries lack. Consequently, 
fiie best Bmn would almost certainly 
consist of currency boards based on 
th> D-Mark. 

■nw main reason for befieving that 
the new money would be worse than 
the old is that a desire to influence 
the Bundesbank’s monetary policy 
has been among the main j ustific a- 

ttwfeht^tnfhrance that polmy^^ 
«nn more disinflationary direction? 

Hie Bundesbank has 
been successful because 
it builds on Germany’s 
historically-induced fear 
of inflation 


To ask the question is to answer zL 
Doubts about the assumption of 
superior price performance threaten 
the Commission's case. It argues, for 
example, that rates of interest would 
fell in countries with historically 
high inflati on once the exc h an ge 
rate risk is eliminated. But fids is 


THE GERMAN STANDARD 


t Long bond yWd 



Une n pte y mo n t 


to loss of the exchange rate fnstrur_ likely to 

meat and Independent mmietazypol- the email inflation risk pramam. 


Consumer prico Inflation^ 


because the new central bank would 
the Bundesbank's credibility. 

This is not just theory. D-Mark 
long-term rates of interest have risen 
by three percentage points since 
1987. German economic and 
monetary ™ion alone had so dra- 
matic an effect? Fart of the reason 
for higher German rates of interest 
may well be the prospect of Emu. 

Improved EC monetary perfor- 
mance would be by far the most 
important gain from Emu. 
Foreign *»*riuing » trans a ctio n costs 
are trivial by comparison. 

What are the likely consequences 
of Emu for fife distribution of pow- 
ers between the member stats and 
the EC? The principal powers at 
issue are those of monetary and fis- 
cal policy. Transfer of the farmer is a 
necessary consequence of Emu; 
transfer of some of the latter is a 
possible consequence of Emu. 

If the German view prevails, the 
new central hml would have sole 
responsibility for EC monetary pot 
icy. It would be operationally inde- 
pendent in its pursuit of price stabil- 
ity and all members of its board 
would be independent of national 
governments. 

In practice, the new central bank 


I 90 Or Kart OPo FOH 

might tom out to be more indepen- 
dent iwd powerful even than the 
Bundesbank. One reason is that its 
statute may become part of the new 
Treaty; in addition, the B u ndesbank 
feces a powerful nation a l govern- 
ment, while the European central 
bank would face only the committee 
of finance ministers, Ecofin. and a 
weak Eu ro p e a n Pa rl i ament ; Farther- 
more, it would become the only cen- 
tral bank in fife ECL 

Emu would, however, also entail 
collective decisions o ver EC 
exchange rate policy and exchange 
reserves. On the Commission’s pro- 
posals, exchange rate policy would 
be the responsibility of Ecofin, sub- 
ject to advice from the European 
central bank. 

Were an inappropriate fixed 
exchange rate to be imposed on on 
the European central bank, the lat- 
ter’s st atut ory commitment to price 
stability could be undermined. For 
this reason it would seem that the 
European central bank would 
require a veto over exchange rate 


thp ■■■k.rfifttfrmaT monetary system. 
But it is far from clear how a com- 
mittee of finance ministers could 
negotiate with the US or Japan over 
exchange rates. There would, pre- 
sumably, have to be me European 
negotiator. But who is that negotia- 
tor going to be? How could be be 
pre v ent e d freon entering agreements 
that threaten EC monetary policy? 

The longer-term implications of 
Emu may also include progressive 
Shifts of fiscal powers to EC bodies. 
Four issues arise: control over man- 
her country fiscal indebtedness; co- 
ordination of discretionary fiscal pol- 
icy; control over the structure of tax- 
ation; and inter-regional fiscal trans- 
fers. 

The Commission proposes that 
monetary financing of public deficits 
awl hail mrta ^nnM eBnfoaOted in 
the Treaty. The question Is whether 
this "no ball out” principle could be 
matte credible. Ttaiian public debt is 
almost 30 per cent of the tot al pu blic 
debt of EC member states. Willing- 
ness to allow default on so much ecu 
public debt must be doubted. No 
wonder the Bundesbank wants “con- 
tractual arrangements (including 
binding rules and sanctions) to 
ensure effective budgetary discipline 
in all member states" 3 . 

Co-ordination of discretionary fis- 
cal policy should be less co niro v e r- 
<rf»i Har e the Commission merely 
proposes improved policy guidelines 

The EC would possess 
none of the adjustment 
mechanisms of die US. 
One most hope they 
would not be needed 


and survefflance, with minor sanc- 
tions. 

Far more contentious is control 
over tax structure. The Cammissfon 
proposes majority voting over tax 


so leaving Ecofin with very . structures. Such control would not 


Bttle power. 

lUs Is only a part of the problem. 
The Commission hopes that the EC 
would play a role in the design of 


be a necessary consequence of Emu; 
ft is related more to the single man 
ket programme. But it is clear why 
co un t ri es that levy high taxes cm 


capital, on corporations and on con- 
sumer expenditures would want this 

chang e. 

Finally, experience in the US 
shows that substantial regional 
shocks can occur within a 
long-standing economic ^ mone- 
tary Tmimv But, as Barry Elchen- 
green notes of the US, “together tax 
and transfer adjustments eliminate 
as much as 40 per cent of the decline 
in regional Incomes” 7 . 

Nothing P kft tTn» is available in 
the EC. Nor, unfortunately, are 
other adjustment rpprhaTiismK, apart 
from the exchange rate. Nominal 
wages are stickier in the EC than 
the US, a severe problem when the 
overall level of inflation is ex p ected 
to be very low. Equally, inter-re- 
gional migration is smaller in the EC 
tjmn in the US *wri, g i v e n cultural 
and linguistic differences, is likely to 
remain so. 

In. short, the EC’s Emu would pos- 
sess none of the adjustment mecha- 
nisms of the US. One must hope that 
the Commission is right that they 
would not be needed; but one must 
also expect that there would be irre- 
sistible pressures, in practice, for 
substantial inter-regional transfers. 

The economic benefits of Emu 
remain speculative. The ultimate 
effects on the distribution of power 
between the member states, cm the 
one hand, and the EC as a whole, mi 
the other, are likely to prove sub- 
stantial. Emu is a political project, 
as the Commission states. The ques- 
tion for the participants is whether 
this a political project with desirable 
economic consequences, or not. 
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The 

case for 
■ Europe 
| at two 

: speeds 

a T don’t want a two-speed 
a I Europe," asserted Mr John 
t X Major in an Interview with 
s the FT just before his eleva- 
\f tion. "1 think a two-speed 
f Europe is unequivocally bad 
3 for Europe, and X And it 
e extraordinary that people who 
hold themselves out to be the 
i most communantaire members 
a of the Community are those 
t that would go ahead on their 
own and create a two-tier 
* Europe." 

Why should a "two-speed" 
i Europe be such a nightmare, 
especially when the EC has 
i been on two monetary speeds 
f ever since the exchange rate 
t mechanism was set up? 
i The concerns seem to fell 
r Into two categories: that the 
UK wonld ultimately And 
i itself a member of a club in 
, the of whose rales it 

had little, if any, say; and that 
, the UK will bear costs for as 
, long as it is not a participant 
r In the new monetary arrange- 
t meat 

Neither objection carries 
nmfh weight. 

Not to participate in the 
framing of a set of rales is 
costly only if such partidpa- 
- tion might have made them 
less onerous. From the British 
point of view, little in the 
Home Treaty Is objectionable, 
except for the benighted com- 
mon agricultural policy. With 
that exception, therefore, it Is 
of little im p ort a nce that the 
UK was not one of the original 
drafters of the treaty. 

Groucho's dub 
Happily, Emu is not like the 
Cap. The fundamental of a 
treaty on Emu Is the establish- 
ment of an independent Euro- 
pean central bank whose main 
goal will be price stability. 
This is precisely the rale that 
the UK should want this dub 
to have. Fortunately, the Ger- 
mans will argue for it success- 
frilly without UK assistance. 
The danger is that the UK 
would. Instead, try to replicate 
its own disastrous monetary 
arrangements. But, as 
Groucho Marx would have 
said, the UK should not wish 
to join a monetary dub whose 
membership roles it has had a 

hand hi w riting . 

What then might be the 
costs of not being a founding 
member in file new arrange-' 
meats? Three are widely dis- 
cussed: 

to damage to UK from not 
having a "seat at the top 
table"; 

• damage to the City from 
the establishment of a Euro- 
pean central bank In which 
the UK is not a participant 
and; 

• damage to the economy. 

The first Is unimportant. 

The main interest of the Brit- 
ish people is that the new 
European money be of a high 
quality. There is little evi- 
dence, alas, that a Briton on 
the board of the European cen- 
tral bank will add to its ability 
to achieve this. 

Little more sympathy should 
be given to the concerns 
expressed about the ftztnre o£ 
the City. The City has thrived 
on the movement offshore of 
the over-regulated financial 
markets of big economies. 
Since the Bundesbank has 
never concealed Its view that 
fi nan c i a l engineering should 
be firmly subordinated to nuts 
and bolts, the City might well 
be better off inside the single 
market, but outside Emu. 
Moreover, the interests of the 
City are, in any case, not nec- 
essarily those of the British 
economy as a whole. 

Obtaining credibility 
Finally, costs of exclusion 
depend on what one Is 
excluded from. Costs were, 
indeed, imposed on the UK 
economy by Its exclusion from 
the EC customs union. But to 
have been excluded from the 
common agricultural policy 
would have been a boon. 

Is Emu like the customs 
union or fiie Cap? It is like 
neither. If the UK’s neighbours 
were to establish among them- 
selves a high-quality currency, 
fiie UK would be no worse off, 
any more than Germany’s 
neighbours have been 
adversely affected by the exis- 
tence of the D-Mark. 

Naturally, fiie UK might be 
still better off If sterling were 
linked to the new currency via 
an arrangement like the EBBL - 

Alternatively, the new EC cur- 
rency might be mmte the bask 
of a sterling currency board, 
as the US dollar is for the 
Hong Kong dollar. 

Full participation in Emu 
might be a still better way of 
obtaining credibility for the 
so und m oney policy that the 
government rial ms it wishes 
to pursue. If the government 
believes, for this reason, that 
membership of the currency 
union would be ben eficial to 
the UK, |t should join as soon 
as possible. If it does not 
believe that, it cannot reason- 
ably complain, about the desire 
of other EC members to adopt 
a policy they think beneficial 
to themselves. 
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DEBATE OVER EC AID 


A programme in need of a united effort 


THE European Community has 
been playing band leader in 
the western “salvation army" 
wnMIiwiI for eastern Gnrooe. 
but is now worried that others 
are not following its lead. 

Brussels Is by no means 
shirking the aid coordination 
role conferred upon it 18 
months ago by the leading 
industrialised countries. EC 
officials went to Moscow yes- 
terday to spell out plans for 
short and medium-term aid for 
the Soviet economy which, 
together with similar plans for 
east Europe, will be the main 
topic for discussion at Friday’s 
EC summit in Roma 

The Community is keen to 
earn maximum political credit 
in the east by being the first 
and foremost to help in this 
time of economic need. But it 
is also beginning to realise that 
it may be tackling more than it 
can cope with on its own. 

On the macro-economic side, 
EC governments agree with 
the Commission that any pro- 
gramme to help the Soviet 
Onion with its balance of pay- 
ments and convertibility of the 
rouble should be left to the 
International Monetary Fund 
(IMF), which Moscow should 
be encouraged to join. Their 
desire to commit the Commu- 
nity to a big open-ended pro- 
gramme for the Soviet Union is 


Mr Jacques Delors, president of the European Commission, yesterday said EC co-ordination 
over the Gulf crisis was p ro to typical of the unified foreign policy that political union would 
bring, writes David Gardner In Strasbourg. 

He told the European Parliament that the EC response had been "a life-sized model of how 
political muon might wank, the sort of thing that will be discussed at the brier^pmaxiinental 
conference” in Borne next week. 

He endorsed the initiative of Mr Gianxd do Mtohefls. foreign minister of Italy, which holds 
the presidency of the Council of Mi ni st ers, In securing a meeting with Mr Tariq Adz, the 
Iraqi foreign minister. 

This meeting is expected to take place in Borne, on Mr Aziz’s way back from Washington 
and his meeting, possibly next week, with President Bush. 


blunted by the fact that 
have themselves offeree 
EcuiSbn (S24.6bn) in aid. 

Most EC states have also 
rejected a Commission idea to 
create a general fi nanc i ng facil- 
ity for eastern Europe. This 
was seen as competing and 
possibly conflicting with the 
IMF’s functions there. Instead, 
financial support is to be tai- 
lored to individual east Euro- 
pean countries' needs. The 
region’s financing gap, accord- 
tag to GommiflsInn/niF figures, 
will be Ecu4bn next year. 

A start is to be made by 
hgipfag to provide Czechoslo- 
vakia with Ecu700m to support 
its efforts to wi«iw tti« koruna 
convertible early next year. 
The aim is to repeat the suc- 
cess of Polish stabilisation 
fund, to which ah members of 
the Group of 24 aid donors con- 
tributed. indeed EC finance 
ministers said this week they 
also wanted to tap oil-enriched 


Eastern Europe's 1991 
Funding Gap 


Bulgaria 
Hungary 
■ Poland 
Romania 
Czechoslovakia 
Yugoslavia 
Total 


(Ecu bn) 

a 2 

1.7 

4.0 

2.0 
2.5 

as 

14.0* 
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rich Arab states, (energy being 
the main cause of east 
Europe's finnnriai problems). 

A similar Ecu500m currency 
fond Is planned by the G-24 for 
Hungary. However, the EC is 
anxious to avoid a repeat of its 
EcuSTOm loan to Budapest. 
Floated at the start of this year 
with minimal consultation 
with the G-24 partners, the 
loan attracted no subscriptions 
from other western countries. 

On the microeconomic side, 
the most important issue is 


food aid for the Soviet Union. 
The EC’s Brussels executive 
has proposed to give Moscow 
Ecu250m of food as a gift, and 
let it buy another EcnSOOm 
worth on credit 

Finance, rather than EC 
Stocks is file oftn w f n H nt. Some 
EC finance ministers say it 
would be better, or more hon- 
est book-keeping, to give it all 
as grant Whatever the financ- 
ing Tnt» , tt «wnw likely that 
EC leaders will agree to size- 
able food aid, and that fids win 
Mann near to breaching the 
current EC budget guidelines. 

They win, however, want to 
guard against being made to 
seem fooBsh by food ending up 
in a mpty rail iriiWnp or in the 

hands of Soviet racketeers. 
Poland’s distribution system 
last year provided a salutary 
lesson when it started to ship 
food back to the Community at 
near-dumped prices. One 
option is to use Finnish trains 


which, being on the same 
gauge as the Soviet one, could 
nm deep into the Soviet heart- 
land. 

An easier task, because of 
the smaller scale, wifi, be the 
distribution of the EculOOm 
worth of food grants that the 
EC -is now contemplating con- 
sidering giving Bulgaria and 
Romania. Even here though, 
there may be problems. When 
Romania was offered EC food 
aid earlier this year, ft under- 
took to pick it up direct from 
EC stores. But a large consign- 
ment of olive oil In Italy I 1 — 
been awaiting Romanian 
trucks since July. 

Less controversial but per- 
haps more questionable, is the 
Ecu4Q0m that Brussels pro- 
poses to give Moscow in techni- 
cal aid next year, rising to 
Ecu600m in 1882. However, UK 
"fflcfaiw query whether, even 
g i ven the Soviet Union’s needs 
in transport, food storage/dis- 
tribution and teleco mmunic a- 
tions, it could absorb so much 
so soon. They contrast this 
with the proposal for only 
Ecu50m a year for Soviet 
energy development, a hard 
currency earner of mutual 
interest to western companies. 

There is still modi work to 
be done before the west’s salva- 
tion army band marches to an 
agreed tone. 


Bush assures Shamir over Gulf resolution 


By Lionel Barber in Washington 


PRESIDENT George Bush 
yesterday promised Mr Yitzhak 
Shamir, the Israeli prime min- 
ister, that the US would not try 
to resolve the Gulf crisis at 
Israel’s expense. 

After a two hour meeting at 
the White House which 
appeared to smooth over rela- 
tions between the two leaders, 
Mr Shamir said he had won 
assurances that the US would 
not link Iraqi withdrawal from 
Kuwait to the fate af Palestin- 
ians in the occupied territories. 

Mr Shamir also delivered a 
strong plea to Mr Bush to Offer 
substantial assistance to help 
Israel settle the continuing 
flow of Jewish immigrants 
from the Soviet Union. How- 
ever, the Israeli leaders gave 
no specific numbers and Mr 
Bush offered no commitment 
in return. 

Mr John Kelly, US assistant 


secretary of state, broadly am- 
firmed the Israeli account of 
the meeting, which he 
described as friendly with a 
good exchange of views. 
“There was a strong identity of 
views that Iraqi aggression 
must not succeed, 1 " he said. 

On November 30, the Bush 
administration announced it 
was opening direct talks with 
Baghdad in a hid to persuade 
President Saddam Hussein to 
withdraw his troops from 
Kuwait before the United 
Nations-imposed deadline of 
January 15. 

Washington’s abrupt shift 
- compounded with Israeli 
concern about the newly 
minted US-Arab coalition 
against Iraq - stoked fears in 
Jerusalem of a deal which 
would avoid war but which 
could pose a threat to Israeli 
security. 


After yesterday's White 
House meeting both sides 
appeared anxious to reaffirm 
Israel's traditional position as 
America’s closest ally, retain- 
ing a “qualitative military 
edge” over its Middle East 
neighbours. 

Mr S hamir reassured Mr 
Bush that Israel would con- 
tinue to keep a low profile in 
the Gulf crisis. 

In diplomatic code this 
means that Israel does not 
intend to launch a pre-emptive 
strike against Baghdad. Mr 
Bush made dear that the US 
“could not hut react” to any 
Iraqi attack on Israel, accord- 
ing to Mr Kelly. 

Despite the positive gloss on 
tim White House talks, US offi- 
cials acknowledged that rela- 
tions between the US and 
Israel have deteriorated 
steadily over the past 18 


months as the Bush adminis- 


tration has grown frustrated 
over the Likud-led govern- 
ment’s intransigence in open- 
ing talks with Palestinians. 

After the Israeli army killed. 
20 Palestinian demonstrators 
and wounded almost 150 others 
near the Temple Mount in 
Jerusalem, Mr James Baker, 
US secretary of state, accused 


the Israelis of “playing into the 

harnia flF Rnddam Hussein”. 

Mr Bush demonstrated his 
desire to improve relations by 
deliberately not raising the 
Temple Mount affair, or 
Israel’s opposition to the US- 
backed UN resolution con- 
demning the killings during 
the meeting yesterday. 

Mr Kelly said that the two 
leaders discussed* ways ttt 
“reto^gorate’’ the peace pro- 
cess in the Middle East, but 
ahty’-iu general term& ■ 


UK electricity shares soar to premium 


By David Thomas and Clare Pearson in London 

THE prices of shares in 
Britain’s 12 regional electricity 

companies yesterday moved to 

a large premium immediately 

as trading began after their 
privatisation. 

The highest dosing premium 
was recorded by Manweb, 
based in the north of England: 

it closed on a premium of 66p 

on toe 100p partly paid price. 

Seeboard bad the lowest dos- 
ing premium of 42p. 

The premium on the package 
of shares in the 12 regional 
companies, designed for insti- 

tutional investors closed just 
over 50 per cent up on the 

starting price. 

This is likely to be toe last 
major flotation of a public util- 
ity by the government. Two 
generating companies and 
Scottish Electricity remain to 
be sold. 

The opposition Labour party 
attacked the premiums as evi- 

dence that the issue had been 
underpriced. Mr Frank Dobson, 

opposition energy spokesman, 

pointing to fees of more than 
£50m (596m) paid by the gov- 

ernment for advice from the 
City of London, said: “Never in 

the history of human com- 

merce has so orach been paid 
out to so many for so little.” 

But Mr John Wakeham, 
energy secretary, said the pre- 

miums reflected the rise in the 
market since the pricing of the 

shares. Brushing aside criti- 

cisms, he said “they’re a post 
facto judgment. And that’s 
bloody easy for all of us.” 

Even some government 
advisers, however, privately 



disappointed at the volumes 
traded. 

The high prices and low allo- 

cations to individual investas 
seems to have damped turn- 

over and prices eased slightly 
during the day. The opening 

price on the £L000 12-company 

share package was £1,575, 
while Manwe b opened witti toe 
biggest premium of 76p. - 
Some institutions appeared 
to be waiting imtfl prices set- 
tled before making large pur- 


Nevertheless, traders identi- 
fied considerable selling from 
the US as North American 

investors took advantage of the 

opening premiums. 

Smith New Court’s small 

orders department presented a 

hectic scene. One trader said: 

“The stock always comes out 

of the woodwork with these 

privatisations and we never 

know how.” 

Some of the safes* stemmed 


admitted that the opening pre- 

mium was an embarrassment, 
hut Mr Richard Murley. direc- 

tor of KLeinwort Benson, the 
government’s merchant bank. 

said* “It’s always a question of 

feast or famine in these big 

issues”. 

Many individual investors 

continued to express bitterness 

over the small numbers of 
shares allocated to them after 

the heavy oversubscription of 

the issue. Some investors who 

received no shares said they 

had stopped their cheques In 

an attempt to prevent toe gov- 


ernment earning interest on 
their money. 

Government advisers esti- 
mated that the Exchequer 
would earn about 10 days’ 

interest on the £7bn of money 

that was subscribed for the 

issue but will have to be 

returned to disappointed inves- 

tors. About 780m shares in the 
electricity companies were 
traded in the period after deal- 

ings started yesterday after- 
noon. 

The stock market stayed 

open an extra IK hours to 

cope, but some dealers were 


from companies such as Share- 

link, the Birmingham-based 
dealing service, which had 
agreed in advance to sell indi- 
vidual shareholders’ alloca- 
tions. 

Many City professionals 
passed over the chance to beat 
the traditional Oxford and 

Cambridge university rubgy 

match, in order to attend the 

start of trading. Mr Jbn Smith, 

chairman of Eastern, obser v ing 

the first trading tickets being 
written, said: “This is really 
exciting; this is what we've 

work towards for two years.” 

Lex, Page 16; Markets, 

Section II 


Russian parliament agrees to talks on union treaty 

observation of the sovereignty 
of each republic that will sign 
the new treaty,” he said. 

Another key republican 
leader, Mr Nursultan Nazar- 
bayev of Kazakhstan, warned 
yesterday that the centre must 
not try to dictate the powers ft 
will retain under the new 
treaty. 

He said that the present 
draft treaty was too vague on 
what ownership of land and 
natural resources would stay 
with the cental government. 


Continued from page 1 
southern republic which wants 
outright independence along 
with the three Baltic republics, 
threw down a new challenge to 
Moscow by arbitrarily abolish- 
ing the autonomous status of 
one region within its bound- 
aries. 

The move by the Georgian 
parliament could well spark 
violent protests from the Osse- 
tian minority in the region of 
South Ossetia in the Caucasus 
mountains. 


Mr Gorbachev on Monday 
denounced “arrant, extremist 
nationalists”, warning that 
they posed the greatest danger 
tO the nninn. 

He desperately needs rapid 
agreement on a new union 
treaty, spelling out the precise 
separation of powers between 
the republics and the cental 
government. Without it, the 
whole function of government 
is being called into question, 
including its finances: so for 
there is no sign of agreement 


on next year’s budget 

Yet forcing the pace of nego- 
tiations could push more 
republics into the secessionist 
camp. 

Mr Yeltsin y pc te nlny ifaiipfl 
that Russia was to blame for 
the union “foiling apart”. 

He said it was essential that 
the central government first 
recognise the sovereignty of 
the 15 republics, and that they 
agree on their own constitu- 
tions. 

“We need guarantees of the 


Albania to 
legalise 
opposition 
parties 

By Our Foreign Staff 

ATJIANTA ’S rating H n nu n ii n tte t 

Party last night said it would 
permit opposition political 
parties as it moved to purge 
hardl iners than its own paftfc- 
buro. 

The dramatic shift within 
Europe’s last orthodox com- 
munist state camp dozing a 
third day of anti-government 
■IwHwit rtumm ra tra U tam in the 

capital, Tirana. 

A party Statement, read dur- 
ing the main evening radio 
news bulletin, said that the 
central committee w itoriHrf 
to relieve five members of the 
ll-man polftiiuro of their func- 
tions and sack two of the 
body's candidate members. 

It also called on Mr Adfl 
Carcani, the prime minister, to 
recommend “necessary 
changes in the gover nm ent". 

Earlier yesterday, according 
to the official news agency 
ATA, President Alla 

offered to meet student pro- 
testers to dismiss the griev- 
ances which have prompted 
three days of demonstrations 
- the first known antirgovero- 
ment student protests in 
Albania. 

Diplomats said hundreds of 
students chanting “reform* 
and “no dictatorship” had 
dashed with riot police in 
Tirana on Sunday, and on 
Monday Tirana University was 
reported to be “In disorder”. 
The prote s ts had apparently 
been provoked by a power fail- 
ure. 

Since taking over from the 
hardliner, Mr Enver ifarim , in 
1985, Mr Alia has introduced 
cautious w fa niHL Tjuft mnrftfr 

he proposed constitutional 
changes to allow places at reH- 
gious worship to reopen. 

He also redefined the lead- 
ing role of the Communist 
Party to reflect planned multi- 
candidate, but not multi-party. 


elections next February, 

President Alia recently 
admitted that Albania’s econ- 
omy was “on th e brink of a 
state of wiwn Micv 11 . 

ms foreign policy this year 
has been directed towards 
opening Albania to the outside 

world. A lbania has applied to 
lain the Conference as Secu- 
rity and Co-operation In 
Europe and in October Tirana 
hosted a meeting of foreign 
ministers from Balkan coun- 
tries to discuss regional 
co-operation. 

However, there has been a 
gradual increase in popular 
dissatisfaction at the regime's 
Inability to meet the aspira- 
tions .Inspired by eastern 
Europe’s 1988 revolutions. 

Last July thousands of Alba- 
nians streamed into foreign 
embassies In Tirana, taking 
reflige until they were allowed 
to emigrate. The leadership 
has come under further pres- 
sure from the defection of 
Ismail Kadare, the country's 
most respected writer. Mr 
Kadare defected to Fiance in 
October, saying his hopes that 
President Alia could become 
Albania’s Mlfchaii Gorbachev 
had been dashed. 
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The shocking price 
of electricity 


In one sense, the outcome of 
the electricity flotation is not 
as dire as ft looks. .The average 
rinsing premium of over 50 per 
cent on the partly paid price is 
plainly embarrassing for the 
government. But from the 
viewpoint of the taxpayer, 
there are still two 70p pay- 
ments to came on top of the 
friHiai loop. Discount that to 
present value and electricity 
1ms been sold for only some 20 
per cent less than its market 
value. Not so bad, though bad 

#»nnngfi 

The high volume of turnover 
yesterday - something dose to 
20 per cent of the issue 
— seems better news for the 
brokers than for the stags. The 

femtey tte transfer from Indi- 
viduals to institutions is 
achieved, the sooner the price 
drops to its natural level. As a 
means of annoying that part of . 
the electorate which applied 
and still does not know its allo- 
cation, the whale process looks 
unimprovable. 

Amid all this, the process of 
capital raising through the 
equity market .has been die-, 
torted out of recognition. Ah 
older tradition in the London 
market said an issue was fairly 
priced If it was five times over- 
subscribed and opened at a 10 
per cent premium. Perhaps 
even that was too greedy. 
Invergordon Distillers, the 
Scotch whisky producer floated 
back in April, was oversub- 
scribed by Just 6 per cent, 
opened bang on the subscrip- 
tion price and has since outper- 
formed the market by 8 per 
cent. In any normal commer- 
cial transaction that would 
count as good value for all con- 
cerned. The previous owners of 
electricity should be so lucky. 

Occidental 

Dr Armand Hawimfl r*s Occi- 
dental Petroleum has always 
been the one big player in the 
US ml patch to have missed 
out on the great restructuring 
of the 1980s. Remember T. 
Boone Pickens, who chased 
Gulf OQ, one of the Seven Sis- 
ters, into the arms of Chevron? 
Most of the smaller asset-rich 
ofl. companies in the US were 
pursued by Shaffer predators 
under the once proud banner 
of maximising shareholder 
value. The climate for this 
kind of financial engineering is 
much mare hostile now. Bat 
Occidental, with a market 
value of g6tm, still sticks out as 
a company badly in need of 
attention. 

Now yielding 12 per cent, its 
shares have underperformed 
the market by 80 per cent since 
the start of the decade, ft has 


Granada Group 

Share price relative to *i®" 
FT-AAI-Sham Index 



been years since its ear nin gs 
last covered its $2£0 per share 
dividend. Despite all too fre- 
quent equity issues. Its $8bn of 
debt is costing close to $lbn a 
year to service. Given the cur- 
rent problems of the US bank- 
ing system. Occidental will 
probably be spared the immedi- 
ate attention of the predators. 
Meanwhile, the -optimists can 
paint to the case of Paramount, 
ne Gulf and Western, which 
went from strength to strength 
after its founder, Charles 
Bluhdom, died in 1983. 

Stores 

ft was a bad day for the UK 
stores sector yesterday. Boots, 
Kingfish er and Dixons fell 4 
per cent, Ratners and Store- 
house by 6 per emit and Next 
by 13 per cent It is perhaps 
unsurprising that the market's 
second-best performing sector 
this year is suffering from 
nerves with the approach of 
Christmas. Monday’s retail 
sales figures showed that for 
volume in the crucial month of 
December to equal last year’s, 
ft would have to Jump by 2J 
per cent from the November 
level. Anecdotal evidence sug- 
gests the reverse. Another cou- 
ple of snowbound Saturdays 
would be disastrous. Nor does 
it help so much consum- 
ers’ ca«h is tied up until after 
Christmas in the electricity flo- 
tatitHL 

In addition, the wMnrfo* Imb 
pretty well lost its earlier con- 
fidence in a base rate cut for 
Christmas. How much a half 
point off rates would do for 
real expenditure is an open 
question. It would certainly do 
wonders for market sentiment 
The suspicion remains, how- 
ever, that die market is still 
prey to the fallacy that the 
troubles of the stores sector 
are the fault of too little 
demand. -The zeal problem is 
more baric: ad industry suffer- 


ing from a degree of overcapar 
dty and a coat base wholly at 
odds with normal trading. 

Granada Group 

After Mecca Leisure, Brent 
Walker ei ai, not to mention 
the rocky state of the Carlton 
and Rank share prices, the the- 
ory that leisure companies are 

safe, reression-resistant invest- 
ments be declared offi- 
cially dead. Where Granada 
Group is concerned, the stock 
market has already taken the 
point, as demonstrated by the 9 
per cent-plus yield on the 
shares. The real question is 
whether there Is anything to 
play for in the notion of Gran- 
ada as a recovery stock, after 
yesterday's poor annual results 
showing earnings per share 
down 25 per cent. 

On historical grounds the 
answer would be yes, given the 
continuing market dominance 
of Its UK television rental busi- 
ness and the fundamental 
soundness of Granada TV, with 
its Manchester cost base, 13 
per cent trading margins and 
Coronation Street. The nega- 
tive, apart from the still slow 
pay-off of strategic ideas like 
its computer services business. 
Is simply its £436m of debt, 
which is not going to fall fast 
and could well delay the profits 
recovery well into the 1991-2 
financial year. 

Union Discount 

The Brieriey group’s sale of 
its 28 per cent stake in Union 
Discount, at what looks like a 
book loss of about £2m, is a 
minor landmark in City his- 
tory. Brieriey Investments 
bought most of the shares 
between Big Bang and the 1987 
crash, when debt-financed Aus- 
tralasian raiders were putting 
into play British financial 
institutions as diverse as HU1 
Samuel, GPG, Equity & Law. 
Morgan Grenfell, Commercial 
Union and Pearl. With the 
Union Discount stake gone, the 
last of these situations has 
unwound itself and the shadow 
of the Antipodean arbitrageur 
has lifted from the share regis- 
ters of toe UK’s financial sec- 
tor; probably forever, in view 
of the deep malaise in the 
banking system down under. 
But while they lasted, the Aus- 
tralasians did more than any- 
body else in recent times, with 
the possible exception of Mr 
Cedi Parkinson and Sir Nicho- 
las Goodison. to open up City 
institutions to foreign take- 
overs. Whether one approves 
or not, the Australasian arbs 
will merit a chapter in the 
financial history books. 


Fermenta AB 


has sold its agrochemicals division 


SDS Enterprises, Ini 


to 


IslnliaraSaiigyo Kaisha, Ltd. 


DiUon, Read & Co. Inc Dillon. Read l imited 
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These are turbulent 

\ times for Saudi 

L IV Arabia where change 

jfijBs BL comes slowly, if at 
alt. The invasion of 
Kuwait, as well as threatening the 
kingdom's security, has affected its 
reiationship with other Arab states 
and raised doubts abouTthe nature 
of its society, Tony Walker reports 

Riches do not 
buy security 


My kingdom toiU survive only 
insofar as it remains a country 
diffkuUcfaax ss, where the for- 
eigner 10 m have no other aim, 
wish bis task fidfltkd, but to yet 
out. OX m Sana, founder of 
Saudi Arabia) 

When President Saddam 
Hussein sent his legions into 
Kuwait on August 2 nowhere 
was alarm greater than in 
neighbouring Saudi Arabia 
whose traditionalist rulers saw 
the Iraqi action as a direct 
threat to themselves. 

Kin g Fahd quickly resolved 
to call on US protection. But in 
the mysterious ways of Saudi 
consenaue-maldiig it took n» 
pro-western monarch several 
dayB to convince others in ini' 
ing ri pCift? that an invitation to 
foreign intervention was the 
wisest coarse. Four months 
later, Saudi Arabia, the sparse- 
ly-populated repository of one- 
quarter of the world’s known 
oil reserves, is playing host to 
the largest military concentra- 
tion since 1945. It also faces the 
prospect of its territory being 
used as a launching ground for 
nBarini a gwingt a neighbouring 
Arab state. 

Such a scenario would have 
seemed fantastic right up to 
the moment of Iraq's seizure of 
Kuwait Fear a country where 
change comes slowly, if at all. 


these are t u rb u lent 

Throughout the kingdom, 
certainly amon g better-edu- 
cated Saudis, there is a sense 
ft»flt ♦Htwg K wti he quite 
the same again. Many compla- 
cent notions held before 
August 2 about regional secu- 
rity and relationships with fel- 
low Arabs will have to be> 
re vi e w ed. 

The crisis has bad no less of 
an impact on comfortable 
Saudi bettafe about their tradi- 
tional society. It has sparred 
debate among a nervous elite 
about the role of the royal fam- 
ily, women's rights, religious 
. strictures and democratic free- 
doms, to name but a few of the 
topics being discussed. 

Oue.of the questions being 

fn plTiRfi ,<hniM afllmw 

is whether tne crisis will prove 
a catalyst for change, a water- 
shed event in the short 58-year- 
old lifespan of the kingdom, 
and more particularly in the 
rate of tiie House of Sand. 

IF there la a consensus, it is 
that the degree of change will 
depend on how the crisis 
evolves. 

If it is over quickly and rela- 
tively painlessly then the 
impact may well be limited . 
but if conflict were to be 
p ro tr acted Saudi Arabia would 
be buffeted by same str ong 
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internal and external pres- 
sures. 

While most Saudis appear to 
support King Fahd's decision 
to csii in. the US mn tt sr y, the 
issue is potentially divisive, 
especially if US forces remain 
in the kingdom after the con- 
flict - or after the threat of it 
subsides. A permanent US 
presence would most likely 
became a rallying point for dis- 
affection in a country where 
many people tend to be mis' 
trustful of foreigners. 

The US presence is also a 
painful reminder to the Saadis 
at their . military weakness. 
Wealth alone does not guaran- 
tee. security- In spite of the 
many biDians spent on weap- 
ons, Saudi Arabia could not 
deter Iraqi ag gr es si on against 
Kuwait nor guarantee its own 
security. 

The most immediate, cer- 
tainly the most tangible, 
impact of the crisis has been 
• on Saudi foreign policy which 


has been stimulated to a 
degree that would not have 
seemed possible before August 
2. Led by Prince Saud al-Faisal, 
the PHiv«<>tri n- p«fiTr»afay| foreign 
minister, Saudi assertiveness 
in regional forums since the 
invasion has been conspicuous. 

Strengthening the links with 
Egypt, the strategic alliance 
with Syria, and Saudi wflhng- 
ness to cast aside the holy grail 
of regional affairs, namely the 
often barren search for consen- 
sus, may well have established 
ground rales for a new Arab 
order. 

Many Saudis including those 
in senior government posi- 
tions, question the value of the 
previous, Indiscriminate policy 
of “buying off* potentially 
troublesome neighbours - 
so-called “riyal diplomacy*. 
Saudi bounty is likely to be 
more selectively distributed in 
the future. 

At home, the crisis appears 
to be exposing worrying cross- 


currents In society between 12>- 
erahsers and conservatives in 
what remains a deeply tradi- 
tional country. A women's 
driving protest in Riyadh in 
November (women are not per- 
mitted by religious edict to 
drive in the kingdom) 
prompted such a negative 
response from the religious 
establishment and conserva- 
tives generally, tint many edu- 
cated women fear that gains 
they have made in such areas 
as the right to work may be 
Jeopardised. 

The Gulf crisis has encour- 
aged discussion in business 
and academic circles about the 
role of the royal family and the 
need far reform. The A1 Sand 
princes and princesses and 
members of associated dans 
number some 6,000, a figure 
achieved in Just three genera- 
tions. 

This sprawling conglomerate 
operates, as far as can be 
judged, at the w hi m of tribal 


elders, and most critically 
there is no mechanism for the 
distribution of oil wealth 
among family members, a task 
that becomes more difficult as 
numbers multiply. Funds flow 
to the family in commissions 
and In other mysterious ways 
that are hardly satisfactory in 
a modernising state. 

Wnf Fahd baa ahci wn him . 

Bpif sensitive to ripn-mrorin far 
greater participation in the 
consensus-making process by 
reviving plans for a consulta- 
tive council, last heard of in 
the early 1980s. But Saudi scep- 
tics say such a body would not 
represent a leap towards a 
more participatory system, 
rather it would amount to a 
formalising of the winftiy con- 
sultative process. 

In the face of one of the grav- 
est crises to face Saudi Arabia 
since Ibn Saud, by war and 
manoeuvre, proclaimed the 
kingdom in 1S82, Sandi officials 
insist that it is “business as 
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usual*. The government is 
implementing and accelerating 
ambitions plans to increase all 
production capacity to 10m 

barrels a day by 1994 Instead of 
1998. 

Work is proceeding on far- 
ther wtgmfing Saudi Arabia’s 
large petrochemical Industries, 
which have proved the success 
story of the latter part of the 
1980's. 

Ofi production has increased 
from 5.6m b/d in August to an 
expected &5m b/d by the end of 
the year. Additional oil reve- 
nues due to higher prices and 
sharply increased production 
are expected to amount to 
$Mbn this year, much of which 
is rwmTfrittari in payments for 
tiie US military presence and 
in compensation to states such 
as Egypt, Syria and Turkey. 

Saudi nffiraal* insist that the 
country is not benefiting finan- 
cially from the crisis, that obli- 
gations match pledges of assis- 
tance to allies and its own 


Foreign policy; 
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Editorial production: 

Phillip Malllday 

additional defence expendi- 
tures. 

Sharply higher oil revenues 
will produce a current account 
surplus for the first time since 
the price slump of the early to 
mid-1980s. Gross domestic 
product growt h will be trp sig- 
nificantly on earlier estimates, 
but the non-oil sector will suf- 
fer from the continuing uncer- 
tainty. 

While the authorities may 
proclaim it is “business as 
usual*, the hanking and busi- 
ness communities would not 
agree, except for those benefit- 
ing directly from the influx of 
US »™i outer foreign service- 
men. 

New private sector invest- 
ment has almost dried up and 
banks are highly liquid. Any 
deterioration in the security 
situation is likely to provoke 
another bout of capital flight 
such as that witnessed In 
August. Saudis axe unaccus- 
tomed to such turbulence. 
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That was last year. 


amongst Banks . 
in Saudi Arabia 


Our pursuit of excellence in providing a professional and responsive foreign exchange service, 
lias led Hpnirs, investors and corporate treasurers, around the world, 

, t^rnnkiisfirttanKMiBStBaitics operating in Saudi Arabia and swand overall . 

. jn. Sandi Biyal» in- the 1990 foreign exchange review of Euromoney. 

The Saudi British Bank, while prou&of tins achievement, would Eke to thank and assure ail 
our customers of our continued efforts to provide outstanding services in the fidd of 
foreign exchange. 


Saudi Arabia today is more than fust oil. It has become a modem 
nation with a modem economy. Its progress and achievements are a 
model for all the developing world. 

For almost half a century. The Olayan Group has contributed 
to this success through its extensive participation in the Kingdom's 
economic and industrial development. 

For The Olayan Group, much as for Saudi Arabia itself, the past 
is prologue to the future. As wc look forward to the twenty-first century, 
we see exciting new challenges and new opportunities. 

The Olayan Group is positioned to take advantage of these 
long-term opportunities because we are planning for tomorrow, today. 
With worldwide activities and partnerships in the fields of investment, 
mdustry and trading, and with offices in 14 cities on six continents, we 
can proudly say 

...at Olayan, we are ready 
for tomorrow! 
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Lara Marlowe looks at the prospect of increased arms sales (left) but asks whether these will solve the Sa udis* main weakness (ngh p 


US takes initiative in 
a revitalised market 


THE GULF crisis has proved a 
godsend to US arms manufac- 
turers. By early next year they 
are expected to have signed for 
$24jbn in previously unsched- 
uled galog to Sandj A ryhia 

With pro-Israeli opposition to 
anas deals muted in the US 
Congress, the other principal 
competitors in the Saudi arms 
market, UK and Fiance, may 
have little other th$n the al- 
Yamamah and Sawari agree- 
ments to sustain them. 

The US has been Saudi 
Arabia's preferred supplier, 
selling some S50bn worth of 
weapons and maintenance and 
training to the kingdom over 
the past 40 years. Yet in May 
1990, the US Business Council 
of the Gulf Countries noted 
that the US share of Saudi 
defence purchases dropped 
from 60 per cent in 1960 to just 
under IQ per cent, largely due 
to congressional opposition. 

The Gulf crisis seems to 
have reversed that trend. On 
October 27, President Bush 
endorsed a S7.5bn emergency 
arms package to the kingdom. 
The deal included six Patriot 
anti-aircraft missile batteries, 
150 M1A2 Abrams tanka, 200 
Bradley and other armoured 
vehicles, 12 Apache helicop- 
ters, 150 TOW-2a anti-tank mis- 
sile la unch ers and 750 missiles, 
nine Multiple Launch Rocket 
System launchers, 28 surface- 
to-surface rockets, 10,000 
trucks, seven EC-130 tanker 
and 10 C-L30 transport aircraft, 
and eight casualty evacuation 
helicopter units. 

Initial press reports in Sep- 
tember promised a S20im deal 
Diplomatic sources in Riyadh 
say that the Bush Administra- 
tion, fearing opposition in Con- 
gress, decided to sell those 
items which could be delivered 
quickly In the first phase, 
while waiting until January 
1991 to notify congress of the 
second phase - worth an addi- 
tional siTbn. It is not dear how 
much of the eq ui pment in the 
overall $24J>bn sales will be 
shipped new to Saudi Arabia, 
and how much will be trans- 
ferred from US troops pres- 
ently in the kingdom. 

The second phase will 
include more tanks — probably 
another 235 MLA2s - and sev- 
eral dozen F-15 fighters. Saudi 
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Crown Prlnco Abdullah, 
Commander, National Grand: 
receiving S4bn arras pa o fca ge 


Arabia purchased 60 standard 
F-lsC/Ds in 1978, but Congress 
limited the number which 
could be stationed in the king- 
dom at one time to 60. In 1985, 
congress vetoed a proposal to 
sell 45 extended-range F-15s to 
Saudi Arabia, forcing the Sau- 
dis to buy Tornados tram the 
UK instead, hi August of this 
year. President Bush waived 
the limit of 60 F-15s set by Con- 
gress and sent an additional 24 
F-15C/Ds to the Royal Saudi 
Air Force (RSAF), bringing the 
total to 96, including 12 "attri- 
tion" aircraft included in the 
original contract 

The Saudis have made little 
secret of their desire to obtain 
the F-1SE strike fighter, which 
has not yet been exported. It is 
still not clear whether the sec- 
ond phase of the Gulf crias 
deal will Include F-15Es of the 
F-15F, the export model of the 
F-15E. After August 2, Presi- 
dent Bush also waived a ban 
on the sale of depleted ura- 
nium ammunition — which 
has greater armour-piercing 
capability than ordinary 
rounds - to Saudi Arabia. 
Restrictions an the sale of' cer- 
tain anti-aircraft have 

been lifted. 

Even before Iraq’s invasion 
of Kuwait, 1990 had been a 
good year for US arms sales to 
ttie Saudis. Two important 
deals were concluded this year 
- a $4bn package including 
1417 light armoured vehicles 


for the Saudi National Guard, 
2^)00 TOW anti-tank missiles, 
27 155mm howitzers, a $6Q0m 
update programme for Saudi 
Arabia’s five Boeing Airborne 
Warning 1 and Control System 
(AWACS) aircraft and eight 
tanker aircraft, and a $6bn deal 
for 315 M1A2 Abrams tanks. 

The AWACS follow-on con- 
tract illustrates how arms 
deals lead to further purchases. 
In the mid-1980s, the US con- 
cluded the $4.9bn “Peace 
Shield" agreement to supply 
Saudi Arabia with a compre- 
hensive C 3 (command, control 
and communications) inte- 
grated system, which included 
the five AWACS aircraft. 

In recent dealings with the 
US, the Saudi gover n ment has 
dropped its policy of demand- 
ing offset investments in Saudi 
Arabia iq return for contracts. 
In the past, western defence 
attache? say, the offset require- 
ment has slowed the already 
laborious procurement process. 

Saudi officials involved in 
arms purchases have stated 
privately that the 1985-88 al-Ya- 
mamah defence contract with 
Britain wHL be reduced as a 
result of the US arms deaL 

Seventy-two Tornados and GO 
Hawk 200 fighters have already 
been sold under the agreement, 
but 48 Air Defence Variant 
(ADV) Tornados which Britain 
had hoped to sell under al-Ya- 
mamah are being dropped to 
favour of the F-15. 

Estimates Of the value of the 
agreement vary, from ftfhn to 
as high as SlOObn. including 
related supplies, sendees and 
spin-off contracts. Because the 
atYamamah agreement is par- 
tially paid in oil, even Britons 
involved in the contract say it 
would be necessary to take 
account of the daffy fluctua- 
tions in oil prices and 
exchange rates since 1985 to 
calculate what has been paid 
- a sum they estimate at 
between $10bn and $15bn. 

Like most Saudi armg con- 
tracts, al-Yamamah is a pro- 
cess, drawn out over many 
years, with options to go ahead 
with - or cancel - proposals. 
“Reports of the death of al-Ya- 
mamah were premature,” a UK 
official in Riyadh says. Britain 
will still construct an air base 
at as-Sulayyil, south-west of 
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WHEN British and US military 
personnel arrived in Saudi 
Arabia- thfa autumn they were 
surprised to find warehouses 
ftifi of unused 155mm artffievy 
and tl-60 tanks purchased from 
Britain and the US. 

“They were brand new, 
never touched," a British offi- 
cer raid, He told die anecdote 

to illustrate the Saudi armed 
forces’ greatest w ea k nes s: lack 
of manpower. 

Kuwait, like Saudi Arabia, 
Invested frfllfnm of dollars in 
high-techuntogy weaponry. But 
when Iraqi troops poured into 
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Riyadh. Eighty -eight Black 
Hawk helicopters, manufac- 
tured under licence in the UK, 
and three Sandown class mine- 
hunters are also to be delivered 
under al-Yamamah. 

While the US and Britain 
oversee arms sales from their 
embassies, France nearly two 
decades ago created a semi-pri- 
vate organisation, the Society 
Franqaise OTExportation de 
Systemes d'Annes (SOFRESA), 
to sell weapons to Saudi 
Arabia with a French govern- 
ment guarantee. 

US ' arms manufacturers 
maintain 5,000 tBrimfein* in 
the kingdom, British techni- 
cians number about 8,000 while 
French weapons personnel 
number fewer than L500. 

French marketing efforts hi 
the kingdom are driven by eco- 
nomic concerns. “If we want to 
mamfarin a flourishing national 
amtiimm in industry, we must 
sell abroad. The French armed 
traces are not a sufficient mar- 
ket," says one French officer 
involved to arms contracts. 


In the 1970s, SOFRESA sms- I 
ceeded in anting the Saadi 4th 
and 12th brigades with French 
tanka and artillery. Later con- 
tracts included the Sawari 
agreement fin frigates and the 
al-Thakeb jwi ifaak far 

Shahtne antiaircraft missiles, 
provided by Thomson-CSF. 

In a follow-up to gj gm 
1980 Sawari contract, SOF- 
RESA officials are contouring 
negotiations for an approxi- 
mately 831m agreement to pro- 
vide as many as four-frigates, 

16 helicopters. Mistral and Exo- 
cet missiles to the Royal Saudi 
■ Navy. Contrary to' reports in 
mid -1989, the deal - which 
Britain competed for - has not 
yet been 

Now that the US appears set 
to fulfil Saudi Arabia’s immedi- 
ate weapons needs, French 
manufac t u rers are preparing to- 
flght for toe nprt generation of 
weapons proc ur e m ent - 
. The Aster air wilmriki 

system, toe Rafale Jet and the 
Lecterc tank wifi, they say, be 
ready to compete around 1995. 


powerless.. 

Whatever the outcome qf the 
Gulf- crisis. Saudi Arabia will 
. never again conceive of its 
security in foe same way. By 
the year’s end, same CL5m ser- 
viccpiifm . from more then a 
dozen countries will he 
deployed in the kingdom. 

The most difficult questions 
remain unanswered: wto there 
be a Gulf war. aud if sc at what 
cost and for bow king? Which 
of the foreign arudeg.enramped 
in the Saudi desert will fight? 
Will tenuous conunand-qnd- 
control arrangements stand 
tire test of battie? And Wffi toe 
US keep a base Sai - >\ Arabia 

affof fte gifofe te wer? 
not In the kingdom, then in 
re-conquered Kuwait? 

The future of Saudi Arabia 
depends on the answers to 

these questions.' While military 
and political leaders continue 
to offer speculative and often 
contradictory answers, Saudi 
officials are' grappling with 
their own realisation ***** *»»*« 
of billions of petrodollars were 
not sufficient to guarantee the 
kingdom's security. Above all, 
toe Saudis need more max. 

Long before the Golf crisis, 
they- tested Pakistani merce- 
naries - In the 12th armoured 
brigade now stationed at 
Tabouk - and sent them 
home. The current, 199045 five- 
year plan, published before 
Iraq's invasion of Kuwait, gave 
Eng Fahd the power to order 
conscription - a prerogative 
he may soon have to exercise. 

Western military attaches 
say that aside from their pau- 
city of numbers, the greatest 
weakness of the Saudi armed 
forces is in overall cohesion. 

Military experts rank the 
Saudi armed services in the fol- 


lowing order of competence; 

tlie dir toe' «(r 

forces (an independent bra nch 
of the military), toe navy, and 
last - though strongest in 
numbers - the army. 

The National Guard, a pow- 
erful force oqtaade the wrytew 
of the minister- of defence, is 
also involved In current 
defence planning. _ . 

Because Saudi Aw™ has a 
vast piass - nearly the 
rite of India wlto .i pet cent of 
India's population •“ the coun- 
try's rulers viewed the 16,500 
.strong air force as the most 
sensible defence investment 

Many Sgudi pripa* became 
pilots, increasing the prestige 
of the service, which benefited 
from a gregt deal Of air 
force training and. other sup- 
port- Prince sultan, the 
defence minister, is also the 
chairman of Saudla, the 
national airline. 

One of hfe sons, Prince 
Bandar, was a Royal Saudi Air 
Force (RSAF) pilot before 
becoming ambassador to Wash- 
ington. Another son, Prince 
is Chief of Staff of the 
RSAF and In August took com- 
mand of the alliance of modem 
armies in Saudi Af”*"*- 

French forces in Saudi 
AntWa are nominally under 
Prince Khaled’s orders. The 
. amaTi atr defence forces, with 

4.000 men, like the 7^0fretrong 
navy, also enjoyed the continu- 
ous presence of western techni- 
cians. But the army, with 

36.000 soldiers, was largely 
neglected in Its desert out- 
posts. 

For psychological reasons 
particularly acute in Saudi 
Arabia, the drudgery of soldier- 
ing carried little kudos. “It all 
depends what they are given to 
do," said a western -military 
attach*. “If you tell soldiers 
they are going to be a warrior 
and pilot a plane or drive a 
tank,' they are happy. But if 
you ask them, to hold a gas can 
or wield a spanner, they can be 
insulted." 

The thousands of Moroccan, 
Egyptian and Syrian troops 
stationed near Hafr al-Baten. 
not far from the Kuwaiti bor- 
der, have Impressed western 
soldiers with their tooginess 
and professional attitude. “But 
the Moroccans fought the P6h- 
saxlo [the Independence move- 
ment in the western Sahara] 
for 15 years,” a European offi- 
cer said.- 


•Many Egyptian and Syrian 
officers fought in toe 19?3 war 
gmlnst Israel, The Syrians 
have had a lot of experieme to 
Lebanon. The modem SMdl 
hasno eaperieiwe rf w- You 
can hardly reproach toem.for 
apt having made war. . 


The stated vwwm rf 
National Owed » Jo keep 
internal rote end. in .toe wot 
of war, to assist tha OTJ- 
Unlike toe army, it » ram- 
8pned in population centres* A 
second? unspoken purpose 
would be to fighttheanaylix 
the event pf an attempted mili- 
tary takeover. . ^ 

the army ■=- ware the am to 
arrive at the Kuwaiti banter 
after m fygqi invasion. 
Although less weti-squipped 
than the army, mritorad 
guard of 35.000 pmn fy a more 
CTffhfffl - and motivated ferae. 

Technically under the onte re 
of the minister of the interior, 
toe National Guard haa _be«i 
led for toe pariffi wijjf 
now Crown Prince Abdullah. 
Its members are recruited 
mainly from among the central 
Arabian, conservative Nejdi 
tribesmen. 

Oaring the current crisis, the 
outlines of the transformed 

Sauffi anned foW hswbewm 

to emerge. Saudi o ff icials 
expect the RSAJT will have 300 
fflmhnt aircraft by 1996 •? evi- 
dence that the kingdom wifi, 
continue to invest In expen sive 
military planes. Although a 
long-negotiated contract for 
French frigates is likely to be 
MindiulMl. Saudis appear will- 


concluded, Saudis appear wifi- 
ins' to entrust control of Gua 


ing to entrust cant 
waters to the US. 

The transformation of 
ground troops will be the most 
extensive, with the army more 
than doubled to between 80,000 
and 90,000 men. divided into 
di visions of some 12,096 men. 

There la talk of shifting 
m o no men from the National 
Guard to the army, and main- 
taining four peacetime divi- 
sions plus three divisions at 
two-thirds strength. 

When Iraq invaded Kuwait, 
Saudi Arabia had only 550 
main battle The pur- 

or too US M1A2 main 
battietanks (485 of which are 
signed for), a total of 800 
MBOASe and about 800 ageing 
french AMX-3M should give 
the Saudi army nearly 1.300 
mam battle within three 

to four years. 
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IN EVERY 

MAJOR FINANCIAL CENTRE 
THERE'S ONE BANK 
THAT’S THE PLACE TO WORK 


•over 35 years in the h»wfa^ titt9»|era| hi. 
rinv^or contractor forARAMCO wfthd ! ^/^gSg; 
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In Saudi Arabia it's Saudi American Bank. 


■ \’<i\ V 














But it takes more thari just professionalism to produce 
creative banking solutions in today's environment 
At Saudi American Bank we harness the best people 
to the latest technology *md a firm committment to service 
It’s a combination that has served us well, 
and our customers better. 


AMECO: 


PA BOX 166, PAPflllAN 31411, S. ARABIA TEL 03/8262411, FAX 03/8273491 TLX- 80t033 A11AECO SJ. 
P.O.BOX40141, JH® AH 21499,5. ARABIA TEL 02/6820552, FAX 02/6826480 TLX; 605479 AMZCOSJ. 
P.O.BOX 30, DHAHRAN AIRPORT 31932, S. ARABIA TEL 03/8570095, FAX 03/8577658 TLX 870259 TATS SJ. 
PA BOX 16383, JEDDAH 21464, S. ARABIA TEL 02/6480675, FAX 02/6477062 TLX 804968 AMECO SI 
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Saudi American Bank 


Saudi American Bank V 

RO. Box 833 Riyadh IH2 - K^dom of’Swi' Arf» 
Telephone: (01)47? 4770 ■ Tefci- -«»!95 SAkffiV^j 
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THE YEMEN 
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turned sour 


ONE of the _ many, painful 
consequences, in hitman terms, 
of the Gulf crisis ha« been ty 
zlft it has brought in relations 
between Saudi Arabia and the 
Yemenis: 

Nearly 0.5m Yemeni wOTkers 
have left the kingdom and 
many of them hare had no jobs 
or homes to go to in tMr own 
country. Yemen la the: latest 
state to hare been given a rafd- 
*gea^ problem by the crisis. 

'• Before President' Saddam 
invaded Kuwait on - August 2, 
there were thoU^rt'tb be some 
lm Yemenis in Sandia Arabia. 
They represented about one- 
third of the male work force of 
Hie original state of North 
Yemen, - which absorbed 
southern Yemen, in April this 
year. -. 

thdite otiiear foreigners, the 
Yemenis were .mowed to enter 
the kingdom without visas 
'and, more important, they 
were allowed to establish small 
businesses - tea shops, 
garages, bakeries, building 
companies - without -having 
Saudi sponsors or partners. 

This fairly happy relation- 
ship was spoiled -when the 
Yemeni president, Mr' All 
AbdriQah Salehs voted in the 
Arab League MBhwt awirtomu 
ing Iraq after thehrrasion, and 
-then abstained from voting on 
various ON Security Council 
resolutions. * 

It also emerged that Yemen 
was being rather haff-hearted 
in implementing the UN 
embargo of Iraq. 

The Saudis were greatly dis- 
appointed and angered by this. 
They regard themselves as 
having been extremely gener- 
ous to Yemen, it is true tb«t in 
the 1960 b, during the civil war, 
and also in the !970s the Sau- 
di s 'betame considerably 
involved in Yemen’s internal 
politics, paying retainers to the 
northern tribes to give them- 
selves leverage on the govem- 

mant in smm» 

In the 1980s, however, the 
political interfe rence seems to 
have been less, as the central 
government grew stronger, and 
most of the Saudi involvement 
was through giving aid. Some 
Yemeni ministries obtained a 
substantial portion of their 
budget from the kingdom. 

Yet none of this' made the 
Saudis loved in Yemen. The 


two countries’ relationship was 
rather Eke that of the US and 
* Mexico - with the weaker 
power being dependent an its 
big neighbour but resenting 
being patronised by it. In the 
Yemeni town of near the 
frontier, a hospital built and 
run by the Saudis no 

reference to the kingdom in its 
name in case that should dis- 
courage Yemenis from using it. 
- In September the Saudis 
vented their wrath over 
Yemen’s stand on the Gulf cri- 
sis. fltst by ex p ettmg a large 
number of diplomats and than 
by flgyngiyKpg that all Yemenis 

w o r k ing -rn thft Wngrinm fthfuriM 

bake Saudi sponsors. 

The Yemeni g o v ernm ent in 
turn told its citizens that if 
they took Saudi's sponsorship 
their passports would be can- 
celled. 

hi spite of the feet that many 
Yemenis had a considerable 
i nv es tm ent in the kingdom in 
the form of stocks of goods, 
rents paid in advance and 
money paid to Saudis to «mahii» 
them to tirade under Saudi 
names in shops, several hun- 
dred thousand of them ffrwHyfl 
to leave. 

This prompted a blast of pro- 
paganda from the government 
in Sanaa. Zt-waa alleged that 
Yemenis were having their 
belongings confiscated at the 
frontier, a claim which caused 
the Saadis, who normally hate 
getting involved in public argu- 
ments with other countries, to 
Issue a Hst of all the goods 
taken out by Yemenis down to 
the nearest 100kg. 

Mr Ah Abdallah R«Vh has 
accused the Saudis of trying to 
destabilise his country by 
flooding it with refugees. He 
added that the Saudis had been 
trying to subvert the northern 
tribes and that earlier in the 
year they had tried to bribe 
southern Yemeni politicians to 
sabotage the union of the two 
countries. He said that this 
was the reason it had been neo* 
essary to merge north and 
south six months of the 
date originally planned 

There is no evidence to 
prove or disprove these allega- 
tions. Certainly the Saudis 
were taken by surprise by the 
union and were not happy 
about if. Traditionally it was 
the Saudi policy to keep the 



Ag Abdullah Saleh: 
vote d In tho Arab I 


I a fairly happy 
against c on dor 


two Yemen* apart, mainly 
because their populations were 
nrw and a half tim***? of the 
kingdom, and together they 
were expected to represent a 
threat on the southern border, 
where the boundaries have not 
finally been agreed. 

-Yemeni radio took up the 
anti-Saudi minpiripn It inter- 
viewed one of its countrymen 
who claimed, fatuously, that 
lm had been walldng round the 
kabba in the Grand Mosque in 
M ecc a and on the fourth cir- 
cuit had been stopped by an US 
soldier. Amnesty International 
reported the claim of Yemenis 
that they had been harassed. 
• deprived of sleep and beaten at 
tin frontier. 

During October It seems that 
a great fear took hold of the 
Yemenis in Saudi Arabia and 
the exodus accelerated. Jh all it 
Is thought that nearly half a 
mflBan have left, although 
the Sanaa government has now 
revoked its decision on pass- 
ports, few have returned. 

A similar fear of Yemenis 
swept through Saudi society. 
There were rumours that 
Yemeni bakers were urinating 
in their dough and putting 
glass in mottabsgh, a dish 
made with eggs and vegeta- 
bles. A Saadi prince and his 
wife bad Just finished a takea- 
way dinner of this food when a 
friend telephoned to tell them 
about the glass. “There wasn't 
much I could do," he said. “My 
wife tanned to me and said. 


•Well;* you ate more than I 
dSd.” 

Many Saudis feel uneasy 
about the way their govern- 
ment has handled the 
Yemenis, even thonafa in the 
present crisis it has been the 
Yemeni government that 
been more aggressive and 
inept They say that the king- 
dom has played into Mr Ah 
Abdullah Saleh's hands, 
adding the in-will of the 
Yemeni people to the ih-wfll of 
their not very attractive 
regime. 

When the Gulf crisis is over 
the Saudis may start to turn a 
blind eye to the rules of spon- 
sorship and some of the 
Yemenis may return. 

But there will also be an 
influx of Egyptians to replace 
them, and the Saudis are not 
very happy about this. The . 
Egyptians are not of the same 
Arabian peninsula culture as 
the Yemenis and- flgndfa, and 
they are felt to be more prone 1 
to petty crime. 

From the Egyptian paint of 
view, however, the Yemeni- 
Saudi rift is a boon, because it 
will further the Cairo govern- 
ment’s long-standing policy of 
getting as much as possible of 
its huge population to work 
abroad. 

la this episode, as in many 
other aspects, Egypt has been 
the obvious winner from the 
Gulf crisis. 

Michael Field 


Kuwait’s government operates from two Saudi hotels 

Exiles await ‘Day of Return’ 


THE KUWAITI government’s 
Ministry of Housing is pres- 
ently accommodated in a small 
room marked “Linen Cup- 
board” in the Sheraton Hotel 
in the Saudi mountain town of 
Taif. Inside the cupboard, 
which retains the smell of 
laundered sheets, the minister 
has two chairs and a reproduc- 
tion Louis XV writing table, a 
standard Arab piece of ftarxd* 
tore, which he shares with an 
office director and the Minister 
of Religious Endowments and 
Islamic Affairs. 

The essentials of the Kuwaiti 
government - the ministers 
and under-secretaries, sup- 
ported by a few volunteers - 
are new based in two hotels In 
Taif; the Sheraton and the 
Intercontinental. The upper 
floors have the offices of the 
ggnirw ministers ^ ti y mote 
sensitive aspects of the govem- 
I meat in exile. The lower floors 
accommodate Junior officials, 
telephone switchboards and 
fez room, and the foyers are 
full of security officials and 
boards of “before” and “after" 
snapshots of Kuwait City, feat- 
uring illuminated buildings 
and torture victims. 

At meal times everyone 
gathers on the top floor in a 
standard Ui^ p Eastern hotel 
luxury restaurant, wtth marble 
floors, soft stairs, Egyptian and 
Filipino waiters and bland 
international cuisine. 

The ministers came together 
quickly ftp hpghmwig of 
tire crisis. On Friday Augusts, 
the day after the Iraqi inva- 
sion, most of them were at 
Khafii, a small town just 
across the Saudi border, where 
they tried to take stock of con- 
ditions in Kuwait »nd interna- 
tional reaction to the invasion. 

Within 36 hours they felt 
that Kbaffi might not be safe. 
It seemed that Iraq was likely 
to invade Saudi Arabia, and so 
on the Saturday evening the 
ministers drove south to Dam- 
mam, capital of the Saudi East- 
fan Province. 

They stayed there for 10 days 
until they and the Saudi 
authorities derided that, for 
the sake of security, they 
should move somewhere which 
was comfortable but further 
from the Iraqis and away from 
large population centres. They 
chose Tail and Hada, two 
towns of comfortable villas, 
hotels, conference centres and 
palaces, on top of the 7,0OOft 



S e p tember: KknmHfs ebenchm 1 

escarpment that overlooks 
Mecca, Jeddah and the Red Sea 
coast 

In Taif, the government 
holds a daily cabinet meeting 
for those of its members wbo 
are not on foreign assign- 
ments. For the rest of the time 
the ministe rs work in a num- 
ber of special committees, 
which have roughly the func- 
tions of ministries. These 
indude finance, national secu- 
rity (which covers the armed 
forces, resistance and intelli- 
gence), public relations and 
information, foreign policy and 
people's affairs. 

The last of these is con- 
cerned with finding housing 
for the 400,000 Kuwaitis - 
more than half of all Kuwaiti 
nationals - who have left 
their country. Most of the 
richer Kuwaitis have houses In 
London and elsewhere in 
Europe; the rest are being 
accommodated in luxury hotels 
in Saudi aid the Gulf states, 
where they mingle with jour- 
nalists and personnel of the 
m u lt i na t ional force. 

feSaudi Arabia, the policy is 
to move the Kuwaitis into the 
imm housing g**hATTiP«f which 
the government built as a ges- 
ture to alleviate the bousing 
shortage in the fete 1970s. As 
soon as the schemes were fin- 
ished. equilibrium returned to 
the private sector housing mar- 
ket and, until the present cri- 
sis, the tower blocks were 
never used. 

The Kuwaiti government 
pays an accommodation allow- 
ance equivalent to $400 a 
month for families of five or 
less phis a $L500 one-off pay- 
ment far furniture, and living 
allowances which for a typical 


i at the Saudi border 


family of five came to 4800 a 
month. These rates apply to 
Kuwaitis in the Middle East 
Those living in Europe are 
assumed to be richer and are 
therefore paid only a living 
allowance of £10 ($20) a day for 
adults and £7 for children. 

The government’s view is 
that It does not want Kuwaitis 
to be so desperate that “their 
pride or ethics are harmed”, as 
the Minister erf Housing, Yahya 
al-Sumait, put it The govern- 
ment would be horrified if any 
of them resorted to begging or 
theft. On the other hand, it 
does not want to pay them so 
much that they incite the jeal- 
ousy of the people still living 
in Kuwait. 

The biggest and most impor- 
tant of the government com- 
mittees is that for the Prepara- 
tion for the Day of Return, 
which was established while 
the government was still in 
Dammam. It groups four repre- 
sentatives from each of the 
Kuwaiti ministries is con- 
cerned with exactly what the 
government has to do from day 
one of the liberation. The 
Kuwaitis are supremely confi- 
dent that they win eventually 
get their state back, and they 
hardly acknowledge that, 
whether by military or other 
means, the victory will be won 
for them by others. 

The committee has worked 
out a blueprint for the return, 
setting out what steps have to 
be taken. It is studying who 
should go back first and how it 
will restore essential services if 
the Iraqis have destroyed, for 
examp le, the linked power star 
tious and desalination plants 
on which the country depends 
for all its electricity and water. 


The whole government oper- 
ation is paid for out of the 
finance ministry’s foreign 
investments, which when the 
crisis broke were thought to be 
worth saObn-SlOObn. On August 
2-3, these assets were frozen 
worldwide so that the Iraqi 
authorities could not steal 
them, but soon afterwards the 
western governments organ- 
ised a “ring fence” around 
Kuwait and Iraq and allowed 
the government in exile to deal 
with Its fends in the normal 
way. 

The government now has 
complete access to Its invest- 
ments. It buys and sells in the 
normal way, trying to keep Its 
transactions within single cur- 
rencies, and asks the permis- 
sion of the authorities of the 
countries concerned whenever 
It wishes to transfer money out 
for spending. Permission is 
usually granted within hours. 

Although the government's 
income from its assets is sub- 
stantial, it is spending at a rate 
which obliges it to liquidate 
some of Its investments. Pay- 
ments to Kuwaiti citizens are 
thought to be absorbing 
$2S0m~$S00m a month, and fur- 
ther large sums are helping to 
pay for the multinational force 
and compensate developing 
countries for the embargo on 
Iraq. 

Fortunately, almost none of 
the Kuwaiti government’s liq- 
uid assets hive been lost to 
Iraq. The freeze and “ring 
fence" system has been water- 
tight; the only ft««nHai assets 
that the Iraqis have been able 
to carry off have been small 
amounts of foreign currency 
found In the Central Bank and 
the commercial banks in 
Kuwait, and l-Stn ounces of 
gold in the Central Bank, with 
a market value of $400m-$500m. 

In Iraqi hands, the gold is 
worth much less than this. All 
gold bars are numbered and 
stamped by one of a small 
number of refiners and cannot 
normally be sold without the 
buyer being aware of the iden- 
tity of the proper owner. In 
effect, as a Kuwaiti minister 
puts it, the only outlets for the 
stolen gold are the interna- 
tional criminal fraternity and 
jewellery souks In Jordan. The 
former will demand a large dis- 
count; the latter will not be 
able to absorb very much. 

Michael Field 
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During the past two decades, the Maw arid Group has 
played a leading role in the development of the Kingdom. 

Our strengths lie in our human resources and in our ability 
to combine man, machine and capital to the benefit and 
advancement of the Kingdom of Saudi Arabia. 
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The Mawarid Group of Companies 

P.O.Box 1011 
Riyadh 11431 
Kingdom of Saudi Arabia 
Tel: 4784232 
Fax: 478 4701 
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Movement of 
funds begins 
to settle down 


TEDS DATE August 2 wQl long 
be imprinted on the memories 
of bankers In Saudi Arabia as 
the day on which comfortable 
notions about the stability of 
their depositor base were 


In the aftermath of Iraq’s 
invasion of Kuwait, depositors 
rushed the banks, withdrawing 
savings in cash or In traveller's 
cheques, and in many cases 
Tw nfitiTi g their fti wT s abroad. 
Bankers estimate that some 
29bn in fonda find the kin g - 
dom. The ran on the banks 
was the most conspicuous and 
immediately unpleasant conse- 
quence of the events in 
next-door Kuwait 

As wv> SaiuB banker 
“What was happening to 
Kuwaiti banks represented the 
un thinkable " 

In the month after the inva- 
sion, private deposits in Saudi 
Arabia’s 12 commercial ba nk a 
dropped on average by 11 per 
cent from SRl5Sbn to SR128DP. 
according to latest figures from 
the Saudi Arabian Monetary 
Agency (SAMA), the kingdom’s 
central hawk 

Bankers credit SAMA, which 
refused to impose exchange 
co nt rols, with quickly helping 
to stabilise the situation, a 
agreed to discount up to SQ per 
cent of banks' holdings of gov- 
ernment Frairfe rather the 
previous 25 per emit far the 
half dozen or so market-mak- 
ing banks and 10 per cent for 
the o ther s. 

It also allowed “daylight 
overdrafts" to en sure that 
famitB could meet depositors’ 
demands. 


The high liquidity levels of 
local banks helped them to 
cope with the run cm deposits, 
hid as rmn gyp ft tHn j to hanker 
said: “It was pretty alarming 
when you think about it with 
people removing 5 per cant of 
the bank’s deposit base in cash 
in a matter of days.” 

Since the end of August, the 
situation has stabilised and 
funds have begun returning, 
although bankers the 

so-called “smart money” of 
higi net worth individuals that 
moved out of the kingdom, 
wwirti of it to Switzerland, in 
the days after the invasion win 
remain abroad pending a reso- 

lntim of the CTHdft- 

The government is said to 
have dared its uart in h et nrQg 
to balance the panicky move- 
ment of ftmds, by bringing up 
to date payments on its own 
obligations to the wwmrnnrflfll 

Bank results for the third 
quarter tend to bear out the 
anecdotal evidence that indi- 
cates an average of about 7 per 
cent shrinkage in assets for the 
hawking sector as a whole. 
Sand! American Bank experi- 
enced a 5 per cent drop in total 
assets between the end of the 
second and third quarters, 
Saudi Frans! Bank s uffe red a 
10 Der re n t der-Thne and Sandi- 
British a 6 per cent £aIL On the 
Other hand, the FTtMtcuI finyfl 
Commercial Bank’s total assets 
grew by 1 per cent in the same 
period. 

Looking to the flit ure, bank- 
ers have no doubt that if war 
breaks out there will be further 
p r essure on the deposit base. 



investment 


but they believe that the pres- 
ence of American forces and 
what one banker called the 
“conditioning process” of the 
past few months will help 
them weather the storm. K war 
is pro t racted awH messy • 
continued steady erosion of 
deposits can be expected. 

Ranks in thu wwmtimp jOtt 

continuing to build up liquid- 
ity in anticipation of further 
ritfflmiHftR Demand for credit 
in uncertain fUmata hao 

itiminktiPil High li quidity Jgy_ 

els mean there is «wn*iwniw g 
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s’ first 

half res 

utts 1980-90 (SShn) 




Total assets 

Loans 

Provisions 

Net Income 


1968 

1990 

1969 

1990 

1989 

1990 

1969 

1990 

Rfyad 

43,400 

44,200 

10,184 

11.432 

116 

90 

191 

197 

Saudi American 

23.108 

28,036 

6.170 

8,837 

54 

34 

187 

268 

Saudi Fransi 

19,708 

17,383 

5.781 

5,842 

30 

30 

61 

83 

Arab National 

14,763 

16,490 

3,518 

8*93 

37 

43 

159 

168 

Saudi British 

11.760 

14.260 

2J30T 

2,722 

- 

12 

69 

91 

Saudi Dutch 

10,385 

19,655 

3,206 

2*46 

40 

40 

43 

44 

USCB 

4,671 

6.067 

80S 

1,206 

15 

15 

41 

58 
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downward pres s ure on riyal 
interest ra *— 

In Jeddah, Saudi Arabia’s 
wiwnarrfai hub, bankers say 
there has been a virtual freeze 
on new p ri v ate sector invest- 
ment — a development that is 
extremely disappointing for 
toe local banking community 
which was hoping for a brisk 
start to the 1980’s after toe dif- 
ficult 1960‘s when most Saudi 
financial institutions were 
pla guad by a mountain of bad 
debts caused partly by e linger- 
ing dwf> tO the ahimp 

in oil pHraa 

As Mr Abdul Hadi ShayeT of 
Na tional Commercial Rank 
said: “The problem with the 
Gulf firtaia is that it «"»» at a 
point when businessmen were 
very optimistic and were pre- 
paring themselves for a take- 
off:” 

Bank results for the first 
three quarters of the year 
showed that the sector is con- 
tinuing to return to good 
health, although the p rese nt 
uncertainty is expected to eat 
into profits in the fourth quar- 


This announcement appears as a matter of record only. October 1990 



Id the Name of Allah, The Beneficent. The Merciful 

Rice Eeport Corporation off 
Pakistan (Put) ltd. 

US s 100,000,000 

Morababa (Islamic Trade) Financing 
Under Special Modaraba (Fund) 

Modareb 

(Lead Manager and Agent) 

Faysal Islamic Bank of Bahrain E.C. 

Nam to Arabic: MawraT Faywd Al-fcfanii At-B4nfa E.C. 

Co-Modareb 

ABC Investment & Services Company (E.C.) 

Al Baraka International Bank Limited - 
Al Baraka Investment & Development Co- 
Arab Banking Corporation (AJB.C.) 

Golf International Bank B.S.C. 

Habib Bank Limited 
The Saadi British Bank 


Participants 

ABC Investment & Servic e* Company (EC) 

Al Baraka I nte rnation al Bank Lfanfterf 
Al Baraks Investment St Development Co- 
Anii Banking Corpor at ion (AJB.C.) 

Bail Ettamwfl Saadi Tousi 
Dubai Wanrir Bank 
Gatf International Bank ESC. 

Habib Barit Ltd. 

I slami c Devefepmcnt Bank (Islamic Bank s * Portfofio) 
National Bank of Pakistan 


\ Qatar hiaaric Bank 
The Sand British Bank 
Unkm de Banqoes Arabes et Franceses UBAF 
Bar Al Mari Al fataml Trust 
Faisal Finance (Switzerland) SJL 
Faisal Mamie Bank of Egypt 
Faisal Islamic Bank of Sndan 
Takafal fahak In amam e Company EC 
Faysal Idaaric Bank of Butorin EX. 
Bank of Batoain and Kuwait B&C 


ter. SawdT British United 
Saudi flmmiwrri.il Bank. Saudi 
American Bank, Al Bank Al 
Saudi Fransi and Al-Rajhl 
Tbmiritin- and Investment all 
reported increased profits, with. 
USCS registering an impres- 
sive 35L8 per cent rise. 

The troubled Saudi Cairo 
Bank under the chairmanship 
of toe Conner mayor of Jeddah, 
Mr WaMb Btozagr, continues 
to make progress in its efforts 
to get an top of its problems. 
An operating pr o fit af SBsftw 
in 1989 was expected to be 
transferred to provisions. 

The privately-owned 
National Co mme r cial Bank 
was /stmthwriTig to grapple 
with very substantial bad 
debts. NCB, as it efid the previ- 
ous two years, committed its 
entire operating profit(SR917m 
for 1989) to provisions. It is 
p Tpgri g ri to Train* substantial 
provisions this year. 

NCB’s auditors a gain quali- 
fied its «***”*!**_«, noting that 
“certain loans and advances” 
contravened Articles 8 and 9 of 
the Ranking Control Law. 
These forbid the granting of 
credit to one client in y ropw s of 
25 per a»wt of a bank's «ipita| 
and reserves, and prohibit cer- 
tain categories qf unsecured 
credit. 

Bankers say the local regula- 
tory environment has Deen 
much Improved, and that 
SAMA is praying a more activ- 
ist role as the hanking system 
emerges from the bad debt 
problems of the last decade. 
SAMA is quietly encouraging 
mergers and takeovers in what 
many bankers regard as an 

‘What was happening 
to Kuwaiti banks 
represented the 
unthinkable , 


“overbanked” local 
with its 12 commercial hanw j 
five specialised credit institn* 
tions and a variety of non-bank 
financial in stitutio ns. 

USCB and Bank al-Jarira, for 
example, are at a fairly 
advanced stage in thrtr negoti- 
ations- IT successful, USCB’s 
branch network would more 
titan double with the 
of the aUaztra branches. No 
other mergers and takeovers 
are immediately in the offing, 
but further rfltln nflHgat iflh nf 
the Industry la expected to 
take place over the next few 


The hgtiTrlng Mpyfr lT Jg 

tinning to invest heavily in 
extending branch networks 
and in automation, in efforts to 
improve performance in the 
retell market. Baziks are gains' 
after the large vohxme of fnnds 
circulating outside the banking 


system in a country where 
many people for r el i g ions or 
other reasons are suspkioas of 
modem Iru uHtnUrw re 

The Saudi ratio of branches 
to adul t population of about 
(me to every 5,000 people Is low 
compared with say Bahrain 
where the ratio is one far every 

&500 adults. Banks are also 
working hard, within con- 
straints of local iritoious stric- 
tures against the rrun-gfwg' nr 

payment of interest, to offer 
new i n vestment op port un ities 
to clien ts who are becoming 
mere discerning investors. 

Saadis, who were previously 
content to leave their tends on 
current account, are looking 
fin* a return an their money. 
Ba nks ar e offering investments 
in co mm odi t y tends, cnrrency- 
ti n ked funds and equity funds 
In an effort to satisfy investor 
Hem awl and avoid the faint of 
usury. Creative approaches are 
being adapted in consumer 
finance with a built-in margin 
to avoid specifically charging 
interest 

Banks, in their efforts to 
recoup some of their losses, axe 
continuing to face difficulties 
in their dealings with Ore 
Saudi court system, but the 
establishment in 1987 of the 
Banking Disputes Settlement 
Committee, otherwise known 
aS the RAMA wwiip if ttBe , imq 


helped to resolve a number of 

Inwg a tamHIwfl disputes. 

According to a senior Saudi 
official familiar with its 

np prati n m i tha S AMA rt WMn tt. 

tee has reviewed some 1*500 

rumwf «wA ac hi eved a “satisfac- 
tory reconciliation” in 500. 
New cases come in virtually 
every day and there are same 
900000 pending. 

The SAMA «ww>n»faft can- 
not enforce judgments, rather 
it operates as a conciliator or 
broker between parties in dis- 
pute. Its success rests on the 
informal pressure it can bring 
to bear on defaulting creditors 
by such devices as recommend- 
ing that passports be withheld 
or offenders be removed from 
the list of those eligible for 
government contracts. 

While bankers, whose view 
of the court system as an ave- 
nue for redress against trouble- 
some creditors is jaundiced to 
say the least, welcome the 
yrth rftteft «f th e SAMA rnmmlt - 
tee they don’t see it as a satis- 
factory long-term solution. 

• “2*8 a worthy effort,” said 
one. "They are nice people, 
they try hard, but the results 
are normally a 
fridge . . . banks at best usu- 
ally their 

lines." . . 

But Sil« MWip hatik w r said 
tint a positive development in 
the last 12 months or so had 
been t hat banks had dealt 
administratively at least with 
most of their problem debts, a 
process which had been taking 
up an inordinate amount of 
time. 

“The story of the second half 
of the 1960’s was that of sorting 
out the sheep foams the goats,” 
he said. 

“No w we hav e left a residual 
rump of unresolved problems. 
Bad debts will not be the stray 
of the 1990’s. Banks have 
adjusted their practices, so the 
problem won’t arise again. We 
have sorted out who is an hon- 
est man and who is not One of 
the greatest shocks of the 
1980’s was for 20 years we bad 
believed a Saadi’s word 
Us band.” 


Tony Wi 


Note of caution 
slows decisions 


The Royal Commission for Jutefl and Yanfao has helped to buHd the power gener aBo n unite (above) diet (tone part of the p o w er , 
des ellnetl on and ss eweto r coogng require mo n ls of the Industrial complex el Merinel Yenbe at-Sfoalyh • 


MR Mubarak al-Khafoab. Saudi 
Arabia's deputy minister for 
Tnrti retr ial Affairs rematnft huH- 

ish about investment opportu- 
nities in spite of uncertainties 
caused by the Gulf crisis. 

While anecdotal evidence 
might suggest otherwise, Mr 
al-Khafraklnriste that foraga 
investors are pressing ahead 
with investments, and have 
iiot be en deflected by develop* 
meats in the Gulf. 

- He eftnq plans by Hbnont, of 
the OS to take a 40 per cent 
stake in a SKL.4ba prefect with 
the National Company for Pet- 
rochemical Industrie s to p ro- 
dnee propylene ami polypropyl- 
ene in Ysabn, a SR68Sm 
project involving Avon, of the 
UK. to manufacture tyres and 
tubes at Jubafl anf i the estab- 
lishment of a copper smelter at 
Yanbn with foreign participa- 
tion aa examples of continuing 
investor c on fi de n ce. 

Foreign Investors bad been 
extremely active In the 12 
months to July, 1990 with 
agreements signed for some 44 
joint venture projects with 
total capital investment of 
SR868m. “I believe the crisis is 
temporary,” says Mr al-Khaf- 
rah. “We are doing business as 
normal, and even tithe conflict 
is solved through war business 
win continue. We have no 
•jti mr choice.” 

The Saudi official said that 
rather than being frightened 
off by the present crisis. Inves- 
tors had been encouraged by 
world determination to protect 
Saudi Arabia. - 

While, it is true that a num- 
ber of larger projects, involv- 
ing foreign Investors, that were 
already in the pipeline, are pro- 
ceeding, bankers and business- 
men report that nervousness 
about the crisis is slowing 
investment decisions. Both 
Saudi nationals and foreign 
investors, as would be expec- 
ted. are uroceedimr cautiously. 

Unfortunately for the Saudi 
authorities the Golf crisis 
came at a when there 

were clear signs that local 
in vestor confidence was build- 
ing after the recession and 
debt problems of the 1980’s. 
The deefine in private sector 
investment bad been arrested 
and Saudi businessmen were 
a gain in riHng fm- opportunities 
at honm 

Concern about a possible 
riyal devaluation bad receded. 
Capital repatriated after the 
1967 world stock market crash 
■ was finding iis etifaeridto 
the local stock market or into 


nrnjects and re*! ■WaWiav 

construction sector. The atrl- 
jdug success of Saadi petro- 
chemical industries otftf the 
past two years TO ftcttoga s a 
magnet for foreign invortment. 

White Saudis, who are toti- 
mated to hold some |80ta in 
overseas portfolios and real 
estate, have been chary of 
investments at home, there 
were, according to all report*, 
signs of a slgnflcant chaos* in 
sentiment. But the onset at the 
Gulf crisis and the very sub- 
stantial movement of funds 
abroad showed that Saudi con- 
fidence remains fragile. . . 

The government has made 
the enouragexnent of Invest- 
ment, both local and foreton. In 
the non-oil sector e priority of 
its fifth five-year davateranent 
plan, announced in January, 
3990, tint envisages total gov- 
ernment expenditure of fiDibo. 

About half that amount Is to 
be spent on economic develop- 
ment projects. Including con- 
tinued infrastructure develop- 
ment. industrial and mining 
development, construction and 
expansion of service industries. 

The plan is directed particu- 
larly at fostering an expansion 
of the private sector which 
accounts for about 40 per cent 
of gross domestic product. 
Development of the non-oil sec- 
tor is a must, say Sandi offi- 
cials to help create employ- 
ment for the fast-growing 
Saudi working age population. 
Something like half the popu- 
lace is under 15 years old and 

unemployment is growing. 

While the government Is 
seeking to encourage foreign 
investment, the total regula- 
tory environment remains haz- 
ardous. Dispute-settling proce- 
dures tend to discriminate hi 
favour of Saudi nationals and 
regulations governing foreign 
investors are sonurtimea capri- 
ciously applied. 

But at the same time, foreign 
businessmen and bankers 
report, that the regulatory 
environment is becoming more 
liberal and the authorities 
more understanding of difficul- 
ties faced by investors. 

Governmental bodies such as 
the Royal Commission for 
Jabail and Yasha under Prince 
Abdullah fain Faisal bln Turki 
have been playing an foexeas- 
ingly active and pioneering 
role in promoting foreign 
investment in Sandi Arabia’s 
industrial cities. <; 

TW 


■ FINANCIAL TIMES ] 

1090 RELATED SURVEYS 


February 22 
March 13 
April 4 
April 17 
March 24 
June 13 
July 27 
December 20 
April 1901 
April 1991 


FOR ADVERT1SMG INFORMATION CONTACT L LECOMTE-PEACOCK 


FOR HXTOWAL V4FORMATON CONTACT DAVD DOOWSJ. 

071-873-4090 



The finest expatriate Lifestyle 
in the Kingdom of Saudi Arabia. 


P.O. Box 4553, Jeddah 21412 
Telephone: (02) 6822201 
Telex: 603229 ARAHOM SJ 
Fax: (02) 6834560 
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“WHATEVER happens, we’ll 
he winners now," said a buri- 
nesffiiwn in the Saudi Eastern 
Province town of Alkhobar. 
His words reflect the rise of 
confidence that there has bean 
since the end of August, when 
the kingdom realised that is 
was not going to be invaded by 
Iraq and was well protected bp 
the nmltinatkmal force. 

The businessman said that if 
there is a peaceful eolation to 
the crisis and President Sad- 
dam Hussein survives, the 
west wfil. want Saudi Arabia to 
be a counterbalance to Iraq, 
while if Iraq is humiliated and 
its military power destroyed 
the kingdom will be the domi- 
nant state in the eastern part 
of the Arab world. 

There has been a- large 
increase in Saudi Arabia's all 
revenue brought about by the 
closure of production in Iraq 
and Kuwait. JTbese revenues 
are paid to the go ver nm ent and 
reach the private sector 
through the IxnnVstr^e8 , current 
and caoital snendliiK. Although 
the pnvate sector has begun to 
take up same of the ionmng in 
diversifying the economy, the 
motor of the system remains 
government spending. 

Since the Kuwait crisis 
began on August 2. Saudi 
Arabia’s oil exports have 
increased by nearly half, to 
some &8m barrels a day, and 
prices have roughly doubled so 
that it is earning revenues of 
about $6bn a month, uhla is 
three times the rate of reve- 
nues it was getting in the mid- 
dle of the year. 

It Is known that a great deal 
of the extra income has been 
pledged to the governments 
that have sent the multina- 
tional force and to friendly 
countries in the region, such as 
Turkey and. Egypt, that hove 
suffered economic damage as a 
result Of implementing the 
embargo on lraq. 

Exactly how much money is 
spent in these ways has 
announced but the 
expectation is that the 
l’s budget will not be 
: into surplus this year. 
The extra revenues may oily 
remove t>w» ifan^ rf fgim that: 
was forecast for 1990 when the 
budget was announced at the 
beginning of January, ft how- 
ever, Sand! revenues run at 
$8bn a month next year, the 
kingdom will be back in the 
surpluses it enjoyed in the 
earfy 1380s. 

The main impact of the 
higher revenues has been in 
giving the private sector confi- 
dence- rather than any large 
transfusion of cakh. Neverthe- 
less, there is some material 
benefit trickling through. 

Since the beginning of the 


THE ECONOMY: confidence grows as oil revenues filter down, writes Michael Field 

War footing lifts business pace 


Trade 


RfyabbBffon 


crisis, the government has 
brought itself up to date in its 
payments on contracts. 

From the time the Saudi 
recession began in 1384, gov- 
ernment agencies found 
excuses for delaying their pay- 
ments to construction compa- 
nies, suppliers of gr w«rmngnt 
tenders and wheat producers, 
who sell all of their large pro- 
duction to the Grain fafog and 
Flour Mill* Organisation. 

, The delays led to resentment 
and caused problems for many 
companies with their banks. 
The government is making all 
payments on time .because it 
-wants to instill confidence into 
society. The crisis makes busi- 
nessmen feel they can fomimii 
cash on delivery. 

There has been a stimulus 
from the spending of the for- 
eign military forces. In the 
Eastern Province spending has 
increased. The arrival of (he 
forces has led to heavy demand 
in the property market, which 

t rarittinhaTly hag been the most 

important single source of 


income for the p rivate sector. 

Landlords are telling their 
tenants that when- their con- 
tracts are reviewed, normally 
annually, their rents will be 
raised by anything between 50 
and 100 per cant In same cases 
they are demanding an imme- 
diate increase of 25 per cent 
which, strictly m>eakin& is file* 
gaL Truck ana construction 
equipment owners, car hire 
companies, catering compa- 
nies, packet food mannfectur - 
era and bottled water plants 
are doing nearly as well as 
property owners. 

A similar effect is being 
experienced In neighbouring 
Bahrain, which serves as a 
base for part of the multina- 
tional naval presence. 

The one long-term up e ndin g 
stimulus being felt by the 
Saudi economy is coming from 
the rapid expansion of the 
kingdom’s oil production 
capacity, back to 10m b/d, 
which was the level of sustain- 
able output in 1380 and 198L 
Before the crisis, there was 


some question about whether 
this capacity would be neces- 
sary and the fatention was to 
install It slowly, finishing in 
the late 1990 b. 

Now the government is 
starting on a programme 
which will involve it spending 
5751m during five years. Wells 
shot in during the oil surplus 
years of the mid-1980s are 
being taken out of mothballs to 
meet the current production 
level of 7.5m b/d. “Surge pro- 
duction” capacity should teach 
10m b/d within six months. 

The plan to make this level 
of production sustainable 
Involves the construction of 
more water-injection facilities 
to maintain reservoir ] 
and a Wg extension 
gathering grid. 

Outside the oil construction 
sector, tiie expansion is very 
much a shortterm phenome- 
non. Bents may have risen but 
land prices are static. There is 
little private sector activity, 
except of prefabricated accom- 
modation for soldiers. Nor axe 


the bigger Saudi companies, 
wldch are more interested in 
Industry than in property, 
committing themselves to new 
even though they may 
been studying them for 
months and concluded that 
they are viable. The banks are 
not Before (hey com- 

mit their money, investors and 
lenders are watting to see how 
the Kuwait crisis is resolved. 

- Eve n so, the more far-si ghted 
company owners and manag- 
ers are looking at ways in 
which they expect thafr coun- 
try's economy to be different in 
tiie future. Among their predi©- 
tons are: 

• The kingdom will reassert 
itself In OPEC and keep much 

• The^en^^rf^tiie Gulf 
Co-operation Council, which 
groups Saudi Arabia, Oman 
and the Gulf states, will inte- 
grate more closely than before. 
They should be able to liberal- 
ise capital flows between them 
and resolve their differences 
over a common external tariff 


• Egypt wiB emerge aa a lead- 

ing Saudi and Guf business 
partner, supplying labour to 
replace the Palestinians who 
have left the Gulf states and 
the Yemenis who have left 
Saudi Arabia. There are expec- 
ted to be numerous Saudi- 
Egyptfan industrial Joint ven- 
tures, Yi«fag jfrm di an ^ 

Egyptianlabour, and exporting 
products both ways across the 
Bed Sea 

• Saudi Arabia and the Gulf 
states will move even doeer to 
the US and Britain and compa- 
nies from these countries are 
expected to benefit 

The Japanese lost much 
goodwill when their e xe c utiv es 
fled from banks in Bahrain and 
various industrial plants in 
jjt flnfii Andria at the beginning 
of the crisis. This did not pre- 
vent the gover nm ent in Octo- 
ber gj gwfag a efmtwwit for the 
expansion of a fertiliser plant 
with the Ghiyoda company 

• The finance ministry will 
argue for the rebuilding of its 
reserves, which saved the econ- 



omy from disaster during the 
recession. These reserves are 
held by the Saudi Arabian 
Monetary Agency, the central 

bank 

• The Saudi army will be 
expanded, though conscription 
tat unlikely. In recent yearn, the 
army has bee] taking no more 
than a third of the volunteers 
who have come to it. Expand- 
ing forces will slow the growth 
of Saudi unemployment and 
provide business for military 
contrac to rs 

• The Eastern Province, 
which has received less atten- 
tion thaw Jeddah «wii Riyadh, 
will be developed faster. It was 
intended in the mid-1980s that 


its development should be 
accelerated but plans were 
frustrated by the recession. 
The large new airport at Safwa 
was supposed to be finished in 
June, 1990, but early this year 
the target had slipped to 1933. 
This may be brought forward 
• The rise in rents and other 
costs associated with economic 
recovery will work against the 
diversification of the private 
sector, which in the last three 
years has been develop' 
Industries and services w 


nobody during the 
of the 1970s 


.rh-cost 

good years 
would be economic. However, 
diversification will only be 
slowed. 



Petroleumexports 



Victor Mallet looks at the implications of the large increases in oil output 

Production primed for new targets 
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SAUDI Arabia’s response to 
the Iraqi invasion of Kuwait 
has been remarkable in more 
ways than one. 

Just as the Kingdom's 
investment in vast military air- 
bases has been triumphantly 
vindicated by their ability to 
absorb scores of US warplanes 
during the crisis, so has the 
Saudi oil fndustxy managed to 
meet the most dpmamirng pro- 
duction targets to make up for 
the loss of Iraqi and Kuwaiti 

oil exports. 

Within four months of the 
invasion on August 2, Saudi 
Arabia had lifted its oil output 
to some 8m barrels a day finm 
5.5m b/d, while current sus- 
tainable capacity is estimated 
at more than 8.5m b/d. 

Saudi Arabia, having used 
Its clout within the Organisa- 
tion of Petroleum Exporting 
Countries to suspend Opec 
quotas for the duration of the 
crisis, has made up for two 
thirds of the production shut 
down by the international eco- 


nomic sanctions against Iraq. 

This has been achieved by 
reactivating mothballed facili- 
ties in the Safimiya, Marl an 
MTirt Zutaf fiel ds 

Prince AbduLudz bln Sal- 
man, adviser to Saudi (Hi Min- 
ister Mr Hlsham Nazer, has 
angrily rejected suggestions 
that a slow response by Opec 
to the crisis helped to force up 
the price of oiL 

“Opec as a whole agreed In 
late August to lift the quotas 
and allow mgri-rnmn produc- 
tion to stabilise the pan- 
ic-stricken market,” he said In 
a statement published by the 
Middle East Economic Survey, 
the oil newsletter. “Opec did 
not invade Kuwait The crisis 
is a political one and Opec has 
done a remarkable Job of bring- 
ing additional production to 
the market” 

At the same time, Saudi 
Arabia is making contingency 
plans for war, both to ensure a 
regular supply of crude to its 
customers and to provide 


enough stored Jet fuel and 
other refined products for any 
allied war effort against Iraq. 

The Oil Ministry baa acceler- 
ated plans involving more 
tUfan of investment to increase 
its crude oil prodnetion capac- 
ity to some 10m b/d - a level 
last seen in the early 1380s. 

Saudi Arabia hopes to reach 
the target within about three 
years, although a sudden mid 
to the crisis could put back the 
completion of the expansion 
towards 1388. 

Increasing capacity rapidly 
beyond the 8£m b/d plateau 
will not be easy for Saudi 
Aramco, the national oO com- 
pany breed in Dhabran in the 
Eastern Province. The threat of 
war has pr o m pted more than 
500 of its 11^00 foreign employ- 
ees, most of them Filipinos or 
Indians, to resign. 

Yet Saudi Aramco wants to 
lift its 43,000 workforce by 
between SJOOO and 4,000 - of 
whom anywhere between 1,000 
and 1^00 would be foreign spe- 


cialists - to Implement the 
expansion programme. Com- 
puter software experts and 
project managers are in partic- 
ularly short supply. 

Mr AH Nalmi, the company’s 
nhiflf executive, went to the US 
in October to hunt for 800 expe- 
rienced US and Canadian oil 
workers, including a further 
injection of loaned employees 
from Saudi Arabia’s traditional 
foreign partners - Exxon, 
Mobil, Texaco and Chevron. 
fb»yH Aramco l«a also granted 
its employees a “crisis” pay 
rise of 15 per cent, but it may 
have to increase wages farther 
if it wants to keep foreigners 
through 1991 when many of 
them have sent their famines 
home to safety. 

“They are running into prob- 
lems and (me of them is to find 
the people,” says one oil indus- 
try executive. “But Aramco 
ha« done an outstanding job so 
far on top of managing the cri- 
sis." 

Saudi Arabia’s expansion 


plans require sophisticated 
equipment, including compres- 
sors and gas-all separators, 
which cannot always be 
bought off the shelf. There is 
stiff international competition 
to buy or hire both people and 
equipment as producers take 
advantage of higher prices. 

One of the ai™ of the -‘SamH 
programme is to diversify pro- 
duction away from the mili- 
tarily vulnerable Eastern Prov- 
ince. It was there tbat the 
California Arabian Standard 
Oil Company struck oil more 
than 50 years ago and it is 
there that most of the king- 
dom's proven reserves of about 
260bn barrels - a quarter of 
the world total - are located. 

Saudi Aramco is analysing 
seismic surveys of offshore 
areas in the Red Sea on the 
other ride of the kingdom, and 
is also prospecting to the 
north-west of Riyadh. It hopes 
that much of its new produc- 
tion will come from virgin 
reserves of light crude in the 



LycHa van Oar Umt 

Hlsham Nazar, oil minister 

southern deserts of the empty 
quarter. 

A promising area of 60km by 
100km lies south of Riyadh. Of 
the seven exploratory wells 
drilled, one has produced gas 
and five have produced ultra- 
light, low sulphur oil; only one 
lire been dry. Flans are under 
way to develop the fields - 
whose minimum reserves are 
estimated at 4bn barrels - and 
add a farther 200,000 to 300,000 
b/d to Saudi Arabian output. 
The various fields may even 
make up one large reserve of 
ultra-light crude. 
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(SAUDI ARABIA 6) 


Petrochemicals is the kingdom’s second-largest industry. Lara Marlowe reports 

Natural gas offers a base for expansion 


THE GULF crisis has been a 
mixed blessing for Saudi 
Arabia's petrochemicals indus- 
try. After falUng earlier in the 
year, world prices have risen 
by SO to 100 par cant since 
Augusta. 

“We are expecting better 
results than previously fore* 
seen," says Ur Ibrahim bin Sal- 
amah, vice-chairman and chief 
executive officer of Saudi Basic 
Industries Corporation (Sable), 
whose affiliates produce the 
bulk of Saudi petrochemicals. 

“Prices began to rise in the 
third quarter. Our production 
is normal but demand is 
Increasing. We expect our year- 
end results to snow a SR3bn 
profit, of which SR2£bn will 
come from petrochemicals,” 
says Mr bin Salamah. Sable 
declared net profits of SR&2tm 
in 1989. 

Until the Saudi government 
hired Bechtel to design the 
industrial cities of Jubail and 
Yanbu In the 1970s, the king- 
dom burned off the natural 
gases associated with petro- 
leum production. But careful 
planning, the availability of 
raw natural gases and close to 
$30bn in Investment have made 
petrochemicals the kingdom’s 
second industry after oQ. With 
fully-paid capital of SRlObn, 


Sabic is one of the world's 10 
most profitable petrochemicals 
producers. 

Although the Gulf crisis baa 
pushed up shipping and Insur- 
ance prices and made recruit- 
ment of foreign workers diffi- 
cult, it has underscored the 
advantage of using natural 
gases rather than liquid gases 
as feedstocks. Many pet- 
rochemicals producers outside 
Saudi Arabia rely on liquid 
naphtha, the price of which is 

closely tied to of crude nil 

Because Saudi producers 
have until now used only eth- 
ane and methane - which 
Knhir purchases at the 
market price of $24-$26 per ton 
- Sable’s advantage over com- 
petitors in non-oil producing 
fymrrt-riff fl has grown AS naph- 
tha prices rose and the 
increase in Saudi oil produc- 
tion guaranteed almost limit 
ie« supplies of domestic feed- 
stocks. 

“The increase in Saudi petro- 


leum production gives us the 
assurance that the raw materi- 
als we need for expansion are 
available,” says Mr bin Sala- 
mah. As oil production 
declined in the 1980s, Saudi 
Arabia had been forced to drill 
gnu w pTIs to Tnainfarfn adequate 
supplies for the petrochemicals 
industry. 

Mr bln Salamah says that 
the Gulf crisis has not affected 
the corporation's $4bn-$5bn 
five-year expansion plan, 
which includes; 

• Petrokemya, the Arabian 
petrochemical company which 
is wholly owned by Sabic, is 
building a $Um flexible feed- 
stock cracker in JubaU based 
on liquid gases. The cracker 
will add 500,000 tons of ethyl- 
ene capacity and introduce pro- 
pylene, butadiene and benzene 
by 1993. Same $400m has been 
committed on long lead equip* 
meat from abroad 

• The Ar-Razi plant in JubaU 
will double methanol produc- 


tion to 1.2m tonnes in 1991 

• The Hm-Hayyan National 
Plastic Company is to raise 
PVC production from 200,000 
tons to 300,000 tons in 199L 

• Sabic recently signed a lic- 
ensing agreement with Union 
Carbide to manufacture poly- 
propylene at the Lbn-Zahr com- 
plex in JubaiL The new plant 
will produce 200,000 tonnes 
muter license from 1993. 

• An ammonia-granular .urea 
manufacturing complex in 
JubaU, built by the Saudi Ara- 
bian Fertiliser Company 
(Safco) and Chiyoda of Japan, 
win add 500,000 tons of ammo- 
nia and 600,000 tons of granu- 
lar urea to Sable’s output from 
early 1993. 

• Two protects for more pro- 
duction of methyl tertiary 
butyl ether (the leafing octane 
additive for unleaded gasoline 
worldwide) were finalised in 
October 1990. 

The projects at the Ibn-Sina 
Dm-Zahr plan ts win result 


in an additional 500,000 to 
600,000 tons production capac- 
ity. Urn Zahr is 30 per cent 
European-owned. 

Mr bin -Salamah also points 
to the expansion of oxygen and 
nitrogen producing facilities 
and additional styrene produc- 
tion at the Saudi Petrochemi- 
cal Company (SadaO from 1991. 

One western diplomat ques- 
tions the wisdom of building 
the liquid feedstock cracker at 
Jubail to create a wider range 
of by-products. “They may be 
over-diversifying. But then 
everyone was sceptical when 
the Saudis first went into pet- 
rochemicals, the mar- 

ket was weak. They could sur- 
prise us a gain They HiT i m ak e 
things no-one else can, and 
they can co-locate all of their 
production to one spot.” 

As tin* mal 7 ! ppt Trt ffhaminaT 

producer in the Gulf Co-opera- 
tion Council (GCC), Saudi 
Arabia hopes to see the conclu- 
sion of an EG-GCC free trade 


agreement before the European 
single market is established. 

■‘There is some progress and 
we are very hopeful", Mr bln 
Salamah says. “About 18 per 
cent of Sabic^s pe tr oc h emical 
exports go to the EC. If an 
agreement is reached, it would 
help US to maintain those 
exports at the same level and it 
would encourage competition 
within the EC countries. At 
present, the big companies in 
Europe are trying to maintain 
a monopoly.” 

If they have to pay ta riff in 
Europe, the Saudis wa nt to 
secure access for their deriva- 
tive products. Europeans fear 
that once the EC-GCC free 
trade agreement Is reached, 
Europe will become a target 
market for Saudi petrochemi- 
cals. Tw»ii<a» the GCC Is trying 
to di versify from Asia, which 
purchases more than one-third 
of Saudi petrochemicals. 

“We want to have fair access 
to industrial countries," says 


Prince Abdullah bin Faisal bin 
Turin, secretary-general of the 
Royal Commission for the 
Industrial .cities of Jubail and 
Yanbu. “I believe it will be set- 
tled this year. It’s been unfair 
to us because we did a lot to 
help industrial countries 
through our oil pricing poli- 
cies. They owe us one," he 
says. , 

The threat of war - and the 
concentration of Saudi petro- 
chemicals plants in the poten- 
tial war zone of the Eastern 
Province - is a sutyectuppn 
which Saudi executives prefer 
not to dwell. 

But Mr Ronald Swofford, the 
US senior vice-president of 
Sa daf - which is half owned 
by Pecten Arabian, an affiliate 
of Shell Oil of the US - says 
that the company cannot 
ignore the risk of war. 

“We have taken measures to 
ensure that stocks of explosive 
materials — things like chlo- 
rine - are down”, he says. 



Ibrahim bln Salamah: 
axpacts batter raeufta 


“We have reduced our inven- 
tory. It puts us in a little bit of 
jeopardy if an upstream pro- 
ducer goes down. But we have 
not reduced production. 

“The anticipation of reces- 
sion and the uncertainty of the 
Gulf crisis mean that nobody 
knows what will happen. Our 
cash costs of production are 
lower, but our initial Invest- 
ment was higher. When t h i ngs 
get tough, someone else will 
have the cash bind,” he says. 


The construction sector has made great uaa of foreign workers 



Lara Marlowe looks at the uncertain future for the large migrant workforce 

Reliance on foreigners is re-examined 


THE Pakistani driver was good 
at mathemat ics when he was 
at school in Islamabad. Asked 
how long he had been in Saudi 
Arabia, he replied: ”10,456 
hours, 627,360 minutes, or 
37.64L600 seconds. Take your 
pick. This is the rally country 
in the world where you count 
every second and minute.” 

The driver’s homesickness 
and alienation are shared by 
many of the mflhnma of expa- 
triate labourers in Saudi 
Arabia. “They are Arabs like 
me, but I don’t understand 
them,” a Tunisian hotel clerk 
said of his Saudi employers. 
You don’t live in this country. 
You just work." 

Saudi officials and western 
di plomats in Riyadh estimate 
that 50 per cent of the king- 
dom’s inhabitants are expatri- 
ate workers. The question of 
demography is so sensitive, a 
Saudi official said, that the 
government did not release the 
results of the last census in 
1973. 

Western diplomats say the 
tradition of imported labour 
goes back hundreds of years, to 
the time w han moslems mak- 


ing the pilgrimage to Mecca 
began staying on as slaves for 
bedouin rulers in what is now 
Saudi Arabia. Slavery was 
abolished to 1962. 

Now growing unemployment 
among Saudi men, the realisa- 
tion that foreign workers may 
not want to risk their lives If 
war breaks out in the gulf — 
even for wages several times 
hi gh or thaw they could earn in 
their own countries - and the 
example of Palestinian guest 
workers who turned on their 
former employers in Kuwait 
have again forced Saudis to re- 
examine their own reliance on 
foreign labour. 

For the past decade, the 
Saudi government has 
attempted to “Saudi-ise" the 
country’s work force. The pro- 
gramme has met with a degree 
erf success to mid-level clerical 
jobs, where predominantly 
Indian and Pakistani hank tell- 
ers and administrators have 
been replaced by Saudi gradu- 
ates. In some large Saudi cor- 
porations, westerners have 
been nominally demoted from 
top executive positions to 
make way for Saudis. 


Because workers from devel- 
oping countries accept lower 
wages than Saudis, and 
because skills at the least and 
mostly highly-specialised 
extremes of the job market are 
not readily available among 
Saudi men, saudi-lsatlon can 
be a costly and frustrating 

imifffrfailri ng r 

Mr Abdallah al-Assaf, the 
president of Saudi Petrochemi- 
cal Company (Sadal) said that 
70 per cent of his employees 
are Handfa “When the plant: 
was built, we sent hundreds of 
young Saudis to the US for 
training,” he 

Then we started doing our 
own in-house t raining , it takes 
us up to a year and a half to 
teach Kn gHsh as a second lan- 
guage, and several years for 
the overall training pro- 
gramme. Our competitors 
would get someone into the job 
to 30 days.” Mrs Abeer Salama, 
one of the kingdom’s few busi- 
nesswomen, employs 2,000 peo- 
ple In her bakery, construction 
company, marine repair yard 
and computer t raining insti- 
tute. But less than half a dozen 
of them are Saudis. She 


employs three men full-time 
just to deal with immigration 
bureaucracy for her mostly 
Asian work force. 

“Of course I would rather 
have Saudis work for me, but I 
can't because we have no 
labourers in Saudi Arabia, we 
have only engineers.” 

Until recently, poor Arab 
and Asian workers were 
allowed to bring their families 
with them to Saudi - an the 
grounds that earnings would 
stay to the kingdom and stimu- 
late the economy. But religious 
conservatives reared foreign 
women and children would 
dilute Saudi society and the 
Immigration of dependents was 
discouraged. 

The practise of employing 
foreign women to care for 
Saudi children is one of the 
few social issues openly 
debated to Saudi newspapers, 
which seasonally p ublish edito- 
rials decrying the custom. 

“Filipino and Indonesian 
maids even go to mothers' 
meetings,” a businessman in 
Jeddah said. “I know some 
Saudi kids who speak Indone- 
sian. If we are going to have all 


these foreigners here, there 
wifi, be Interaction. It cannot be 
avoided." 

Until oil prices began to fall 
to the 1980's, westerners to the 
kingdom commanded three 
times the salaries they would 
have earned at home. Today, 
they are earning perhaps only 
twice as much. 

In May of this year, there 
were 30,000 Britons and 26,000 
Americans in the kingdom. In 
Riyadh, they are employed as 
commercial consultants, in 
Jeddah as importer-exporters 
and in the Eastern Province in 
oil and petrochemicals. 

Over the past decade, Saudi 
Arabia attempted to save 
money by hiring Egyptian doc- 
tors and Filipino nurses to 
replace westerners. Contracts 
were reduced by the Saudis to 
a maximum of one year, to 
enable them to control and 
reduce wages. An attempt to 
tax foreign workers was aban- 
doned when employees threat- 
ened to resign en masse. 

Until the gulf crisis, at least 
L5m Yemenis worked In the 
kingdom. They were allowed to 
travel freely across the Sandi- 


Yemeni border, without visas. 
But because of Yemen's sup- 
port for Iraq, the Saudi govern- 
ment declared in September 
that Yemenis would, have to 
obtain visas and Saudi spon- 
sors, like other foreign work- 
ers. The Yemeni government 
ordered Yemeni workers to 
return home, at least half are 
said to have left the kingdom. 

Many Arab workers in Saudi 
Arabia have spent most of 
their lives in the kingdom. 
They r.lAlm their children are 
not allowed to attend Saudi 
universities, and hope that by 
staying cm through the gulf cri- 
sis they may prove their loy- 
alty and gain Saudi nationality. 

Just as the kingdom relies 
on their labour, poor Asian 
nations need remittances sent 
home from Saudi Arabia. 
When the Filipino government 
stopped all visas for maids and 
nannies travelling to the king- 
dom on the grounds that Fili- 
pino women had been mis- 
treated, the Saudi government 
threatened to block all Filipino 
workers. The Philippine gov- 
ernment backed down. 

In spite of fears of adverse 
cultural influence, most Saudis 
believe that the sheer number 
of different national groups 
employed to the kingdom pre- 
vents any stogie group of for- 
eign workers from threatening 
the country’s stability. 
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. • • Full coverage, across the Kingdom 7 • ’ 
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The total office solution ' 
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'DREAMING* 



years from now, this will be 
■ achy? 

“You're dreaming? 

“Exactly” 


USfe have made our dreams realities. 
We have looked at sand and seen 
cities. W: have looked at deserts and 
seen gardens. 


yfc have created, out of the grain of 
an idea, a world-class petrochemical 
company. A company that uses 
Saudi Arabia's own bydrocaibon- 
based natural resources. A company 
that produces and markets U million 
metric tons of 22 different quality . 
petrochemicals and plastic resins to 
customers around the worid. 


Wfe have done all this, not in the span 
of a century but in the space of just 
over a decade. 


Ws have dreamed. Wfe have achieved. 
And we have just begun. 



For the long term. 


SABIC Marketing Europe, Lid. 
Portland House, Stag Place 
London SWl£5Eft 

FnjlawH 

Tfefephone: (44-71) 82S-6967/8/9 
TfeteK 234U SABMRKG 
THteCw: (44-70630-0® 


Saudi Basic Industries Corporation 
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WOMEN 
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ambition, but 
successful 


EVERT morning, 32-year-old 
Mrs Abeer Salama steps from a 
curtained chauffeur-driven car 
tbrcmgh a locked steel gate in a 
back street Into the headquar- 
ters of toe nationwide group of 

five companies which she 
founded as a teenager, 

The main entrance is around 
the corner, but as a Sandl 
woman, Mrs Salama .is. not 
allowed to mix with her 1*190 
male employees. There are no 
canneeting floors or passage- 
ways between her offices, with 
M female staff; and the agfa- 
cent, male-operated accounting 
department. 

A aloseri circuit television 
set on Mm Safema’s secretary's 
desk allows -her to supervise 
the mood without being seen. 
Mrs Salama’s two fectoriesLand 
nffinw around the are 

ah equipped with saute system. 

Strict aHWwina tO T«l*mtn 

precepts, family connections, 
determination and ambition, 
have Mrs to 

achieve what few Saudi women 


Although she kept her 
maiden name when she mar- 
ried six years am and wmw 
between SR5m and SR6m In 
profits each year, Mrs Salama 
rejects femhiimn and demands 
for the right to drive expressed 
by some Bwfli women. 

f>n the rare occasions that 
she visits her factories, she is 
cov er ed from head* 0 toe lit a 
frlaefr wjl end abayah. 
never spent more than one 
week at a time outside the 
Her husband, Mr 
al-Amran, an Interior 
ministry official, helps her by 
inspecting her electronic bak- 
ery in the Jeddah industrial 
estate every evening: The bafc 
cry produces (>00,000 loaves of 
Amhte bread each day. 

No qpe cbpld doubt Mrs ftol- 
ama'S Islamic credentials. 
Koranic inscriptions bang on 
the waQa of her office and she 
says, that ghe prays “for guid- 
ance’ 1 after each feasibility 
study. 

For four generations, Mrs 
Abeer Salaam’s mate anteced- 
ents have- been the royally 
apnoteted; harbour mgafere of 
jjfflt wt , tha.Wngdora’s busiest 


port. One uncle was the Saudi 
amhBssadnr to Fazte, another 
served 16 years as the mayor of 
Jeddah. 

“My mother always pushed 
me when X was a chfld", says 
Mrs Salama. “I opened my first 
bank account when X was 12. 1 
saved 30,000 riyals from my 
allowance and the Riyadh bank 
lent m e ano ther 20,000-riyals to 
start a construction company 
when I was 15.” 

In 1978, when she was 20, 
Mrs Salama asked the Sandl 
Mmstry of Finance for a loan 
from the- Industrial Develop- 
ment Fund. ShA recounts her 
experience with pride. "The 

Mrs Salama rejects 
feminism and 
demands for the 
right to drive 

official said he didn’t know 
whether women were consid- 
ered Saudi imtianals for loan 
purposes. So I telephoned 
[then) Caxmn Prince Fahd- 

“I told him the whole story 
and I said I just wanted to 
h fliflfj fhn bakery ♦fora I 
would stop. He aaSd *No, you 
must continue.’ I said ‘could 
yoq. please explain that to the 
flawme ministry?’ Two weeks 
later X received a loan for 6m 
riyals - and. I didn’t have to 
give any bank guarantees.” 

fn 1980. Mrs Raiamw estab- 
lished a computer training 
institute with separate facili- 
ties for men and women. She 
recently obtained go ve rnment 
classification certificates for 
two of her five companies, 

making thetn rit glMe to mihwrii 

tenders for construction and 
training contracts of up to 
SRIOOm. She has received a 
SR20m contract for a teaming 
centre in Rfebah and another 
SR3m contract for training 
Saudi Aram co employees in 

TfoYimw- 

In Jeddah, Saudi Arahia’s 
most liberal, west erni sed city. 
700 women hold' commercial 
registers. But oflh?4lte estimate 
that less them' id par cent’ are 
active businesswomen and 



The fittaire lor Seudt huelmo— mnon, «p with offmraedW 
laew e e , may hinge on the outconqw of toe Gulf crisis 


most of these eater to female 

fortif y mi d: ptotl )f pg psfofo -■ 

“Very few work in frgal* 
bustneas/ Mrs Safema says. 
She has little sympathy for 
Saudi women who coimdaln 
about the obstacOes to women 
(king business. "Saudi women 
don’t know what they want. 
They have to nfam bettor. Most 
of them just spend their hus- 
bands' money.” 

Dorans of female entrepre- 
neurs, particularly tn Jeddah, 
have t ried and failed. One 
woman imported health food. 
But because she could not go 
in parson to the part, she was 
unable to extricate her mer- 
chandise fnynj Saadi easterns 
before the expiry date, After 
four years die sublet her bum- 
ness to a man. 

As a woman, Mrs Azza Rag- 
lan. a certified public accoun- 
tant who trained with Arthur 
Young in London, is hot 
allowed to join the procep- 
aimm! accountants association. 
She was, until recently, the 
Jeddah raanaggr of the wom- 
en's branch of the jSandi Cairo 
bank. "I left because l didn’t 
see any growth,” she says. “We 
ware supposed to be estabffsh- 
ing completely separate but 
paraBei banking 


women, inclncfing credit 
tie*. Brory time we got half 
way there, the rug was pulled 
out from under our feet.” 

About three years ago Mrs 
RaaUp helped to arrange a 
seminar mar women entrepre- 
neurs with the Jeddah cham- 
ber of commerce. “It was very 
Haring and adventurous,” ahe 
says- "The chamber of com- 
merce realised there really 
were problems.” 

Perhaps the greatest diffi- 
culty for SanrH busipesswomen 
is the few requiring them to 
designate a made ezecqtar with 
power of attorney far their 
business. A man must assure 


any debts incurred and most 
represent the businesswoman 
in government offices, "if you 
have a dever executor tje repre- 
sent you. you ean make it, 1 * 
Mrs Rasiaa says- "Rut you 
must do all your work by 
proxy” 

Through the Chamber of 
commerce, the Jeddah women 
eventually gained access to a 
seminar held by the ministry 
of petroleum. Women who 
attended said they realised 
how much Information they 
had been missing. But the reac- 
tion of male partidpante was 


i very a. 

Mr Tarek Sadek of the Jeddah 
chamber of commerce, who 
was assigned to assist women 
eutrepreneqrs. r tn the end. we 
derided them would have to be 
a separate chamber of com- 
merce for women. We wrote to 
the g overnm ent but we have 
not received an answer,” 

At present women are 
allowed into the chamber of 

HMWMW M Hhraw mu» wwlmnil 

morning each week, a measure 

whteh many fed In fmarfWrfowt 

Some dispute Mrs Salama’a 
contention that & woman can 
leant everything ahe needs to 
know by fox aim telephone. 

Lika everything rise in the 
Vhwdmn the future of Sandl 
businesswomen now hinges qn 
the ontcoone of the Gulf crisis. 

titewom- 

(bn way for 

the eonservatlvea to express 
opposition to the preaoioe of 
AmariQm troops here,” says an 
nffigfal at the chamber of com* 
morce. 

"Until lids tel^nM between 
: conservatives and Kb- 
is settled, the status of 
businesswomen will hot be 
resolved.” 

- Lava Marlowe 


The Saudis are a conservative people, writes Michael Field 

Slow road to social reform 


THE FIRST week of November 
was gn extraordinarily active 
one tn the normally uneventful 
world of Saudi Arabian poli- 
tics. 

On November 6, a group pf 
4? women drove in convoy 
through the streets of Riyadh. 
Their act was a rare gyample 
of public protest in the king- 
dom, in this case aimed at hav- 
ing the king sqy that women 
should be allowed to drive. 
There was, at the time, no ban 
on women drivers, but it was 
not the custom. 

In -due choree, the women 
drivers, who had international 
licences, which Saudi Arabia 

recognises, were stopped by 
the police and returned to their 
fathers and husbands, while 
liamily chauffaers drove the 
cars 

A few days later, six of the 
Wom en wh o taught at Riyadh 
University were dismissed and 
the government had some had* 
fag jurists give an opinion that 
women driving was definitely 


not right It let it be known 
that the women's demonstra- 
tion hwH been badly ifaiwi 

Two days after the original 
demonstration. Kina Fahd had 
taken a political initiative. He 
summoned newspaper editors 
awi frpiifl them he would 
be announcing the establish- 
ment of an appointed consulta- 
tive council, together with a 
“law for rating* (a form id sep* 
ular constitution! a decen- 
tralisation of provincial gov- 
ernment. 

All of these changes have 
been promised for 10 years. 
How important they will be in 
practice will depend on the 
details, in particular on who is 
appointed to the consultative 
council and how much power 
St Is given. 

The timing of 
Women’s demon r 
the' king's 

foWnwicaH by 
This has 
the serial 
the kingdom, 
mere subtle than 'Were men- 
tioned in the vrorid'a media at 
the beginning. 

At first, it was tile inftnence 
of the US' forces that attracted 
attention. Saudis were 
impressed to discover that 
thme were US women soldiers 
— ' who drove vehicles - and 
as a bwymfoywnan in tee East- 
ern Province town of Alkhobar 
said; “The next day we thought 



ith the 
oh and 
. was 
crisis. 

ih 

mood in 
in 'ways 


we’d see them in the streets in 

bikinis,” 

But the women turned out to 
be something of a “nine-day 
wonder." They are now either 
in tire vast Saudi desert or in 
the base area at Dhahran. 
which has always been more of 
ap oil company encampment 
than a Saudi town. Fran the 
pedht Of Vfew of ordinary Sau- 
qfe. they are scarcely visible, 

Sb&flariy, tee US forces are 
legs controversial than it was 
first feared. 

Some religious leaders won? 
about their presence in the 
country teat has tee holy cities 
of Mecca and Medina. They are 
unbanpy abpqt sering foreign- 
ers «ritb guns and suspect they 
may Imp ort Many Sen* 
dis thfok thpt tha Americans 
will try to keep a tmra in the 
kingdom when the crisis is 
aver. 

Foe the time being, however, 
the Saudis, who see tbem setres 
as a nation of traders, are 
delighted with the protection 
and the business opportunities 
the forces have brought 

They feel mere confident in 
tim long-term f u t u re of their 
co un try now that they know 
that to a crisis their friends in 
the west will protect them.' 

The really important change 
is the hew feeling 3muHs have 
teat they can talk abqnt sensi- 
tive issues openly. 

Since 'tlfe invasion, they 
haye been asking what Hap- 
pened to the enormous sums 
find went into the defence bun- 
get to the last 10 years; part of 
the answer is that they bufit 
tee over-large bases that are 
now accommodating tee multi- 
national force. 

People have been raying that 

the government should be 
more accountable. They have 
been wondering how Kuwait 
came to be lost and whether 
their country’s policies 
toward^ Iraqi President Sad- 
dam Hussein over the last 10 
years wppld have been differ- 
ent if they had had a free 
press. 

One response to thin debate 
has been file king’s announce- 
ment of the consultative coun- 
cil, Miffifa al S hm», Another 
has been a change in offirfal 
attitudes to the media -r 
though this. Ilka the hnpftr* of 
women soldkre, can he exag- 
gerated. 

ft is certainly easier foe for- 
eign journalists to get into the 


country but there is still cen- 
sorship of alcohol advertise- 
ments, pictures of men and 
women together, and articles 
on Saudi Arabia. 

Tht Ssmtt press, st ag says 
very much what the govern- 
ment wants it to say. though 
the line defining what is per- 
missible has been drawn in a 
different Place. 

Criticism of other Arab gov- 
ernments is now allowed, 
though reporting of national 
government views is confififid 
to stating whom the king met 
at tbs airport, with never a 
detail of what he discussed 
later. 

The Saudi intelligentsia - 
the people whom westerners 

The problem for 
the reformers 
Is that they are 
In a minority 

meet and talk to - would like 
to see the press made more 
free. It would also like greater 
freedom for women, who are 
discouraged from working and 
travelling on their own, as well 
as driving, and it would like 
less interference from young 
religious zealots. These people 
have taken to checking teat 
offices clQ* 8 a* prayer-times 
grid upbr aiding anyone they 
consider to be Improperly 
dressed in public. 

Other complaints of wester- 
nised Saudis have been that 
princes in government are too 
much involved in business and 
that -r up to now - there have 
b een n o formal democratic 
institutions. 

The informal consultation of 
the Saudi royal family with its 
people takes place every day in 
the ynqftaiE (council chambers) 
of the princes, where Saudis - 
normally from the humbler 
wglks of life - present peti- 
tions and ask for the prteces’ 
arbitration in disputes.' 

This form of consultation 
keeps the royal family in con- 
tact with a very large number 
a£ its subjects, but It Is irrele- 
vant to the new Saudi hour* 
geafete- 

The people in Saudi Arabia 
who want change are mostly 
rich and ore hardly revolution- 
ary. They certainly do not 
want a completely n6w type of 
government There is a consen- 


sus in Saudi society that 
regime bar the house of 
would lead to fragmentation 

nnH cbflOS. 

The problem for the reform- 
ers. who include many of the 
younger "princes, is that they 
are in a minority. 

The Saudis, as a whole, are 

amnny tee most conformist 

and conservative people tn tee 
world. They are not, as west- 
erners sometimes imagine, 
yearning to five to a liberal 
society, even though many of 
them enjoy the pleasures of 
western societies whan they go 
cm holiday. 

The majority of Saudis 
would not vote for women 
being allowed to drive because 
they would agree with the reli- 
gious leaders that this would 
make women more indepen- 
dent and weaken the family, 
which in Saudi and Islamic 
eyes is at the heart of a happy 
and stable society. Nor wopm 
most Saudis favour the royal 
family curbing the of 

religious zealots. 

Tne people who feel this way 

are not Just the ulema - the 
religious scholars, judges and 
teachers — nor the less won- 
educated and more aggressive 
numbers of the Committees for 
the Commendation of Virtue 
and the Condemnation of Vice. 

They are a range of Saudis, 
from tribesmen to tea desert 
and the provincial towns to 
conservative businessman, 
who feel the pace of change 
has been too fast to tire 20 
ypare, to ' western-educated 
youths who are searching for 
ah ideal and have adopted an 
austere, conservative Islam as 
rometiuhg which thay feel 
comes from their awn culture. 

There is no question teat tee 
royal family could force 
f.Knwgn on Saudi society if it 
wanted and there is no ques- 
tion that some political 
reforms, such as an assembly, 
a more informative media and 
a code for royal business activ- 
ities would be universally pop- 
ular. The feet teat reform pro- 
ceeds so slowly, therefore; is 

falnw JLS qn huHcptlnn t|ut (he 

royal family itself does not 
favour it, believing (perhaps 
shart-rightedly) that reform is 
not good for traditional monar- 
chies. 

In social matters, if Saudi 
Arabia were to become a 
democracy, it would be an 
extremely conservative one. 
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We bave^ witnessed a breatiitaking pace of development in SaudLAiabia since ouropeiatioDS 
began Aere over twenty years ago. During the next twenty yeare^ 



diversification- 

We shall continue to be there sehang the opportunities created by the AL YAMAMAH 
ECONOMIC OFFSET PROGRAMME to deepen and consolidare our relationship with 

the Kingdom. 


British Aerospace pic, 11 Strand, London WC2N 5JT 

Todays Leader in Tomorrow s World 


COMMERCIAL AND MILITARY AIRCRAFT ■ DEFENCE SYSTEMS • MOTOR VEHICLES ■ SPACE AND COMMUNICATIONS • PROPERTY DEVELOPMENT AND CONSTRUCTION ■ ENTERPRISES. 
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SAUDI ARABIA 8 


FACTS 


Area 

Population ... ...... 

Head of Stats, Prime MriWar ™ 


Currency 

Average Each Rale .. 


2,240,000 sq km 

14.4m (1969 estimate) 

King Fahd bin Abdei-Aziz 
al-Saud 

Saudi riyaJ (SR) 

1989 $1 = 3R3.745 


ECONOMY 


Total GOP (She). 

Real GDP growth (%) — 
GDP per capita ($) 


Components of GDP (%) 

Private Consumption 

Gross Fitted I n ve stm e nt 

in cr e ase in Stocks. 

Go v ernment Consumption 

Exports. 

Imports _ 


Consumer prices (% ch an ge pa). 

Reserves minus gold ($bn) 

Na rrow Money growth (% pa) 

Broad Money growth (% pa)... — 


was 

■was 

75.3 

78.4 

&4 

0.4 

5.370 

5,433 

49.1 

na 

20.2 

na 

22 

na 

32.7 

na 

36.6 

na 

-40.3 

na 

1.0 

12 

20.5 

16.7 

1.8 

42 

5.6 

42 


Reserves 


A robust policy takes shape 


NOTHING quite so epitomised 
the sterner Saudi Arabian 


approach to dealing with its 
fellow Arabs over this Gulf cri- 


| Foreign exchange 


TRADE.. 

Current Account Balance (Sb ay... „ 

-6J8 

-4.0 


Exports - total ($bn) 

24.2 

27.1 


(of oil and petroleum products) _. 

Imports (Sbn).._ 

23.4 
21 2 

26.0 

21.1 


Trade Balance (Sbn) 

3.0 

6.0 


Main TracRng Partners (% of total value). „ 
EXPORTS 

IIS 

21.8 

na 


Japan 

16.9 

na 


IMPORTS 

US 

16 2 

182 

If 

Japan. 

UK. . - 

16.0 

72 

14.2 

10.2 

if 

OH 

Production (m barrela/day) 

52 

5.3 

1 

share of world total (%) 

8.5 

8.3 

j 

Proved reserves (bn barrels, end year)--. 

170.0 

255.0 


share of world total (%) 

18.6 

25.2 


Source: IMF, Economist Intelligence Unit, 


BP Statistical Review of World Energy 



fellow Arabs over the Gulf cri- 
sis than the exchanges 
between Prince Sand al-Faisal, 
the Saudi foreign minister and 
the PLO's Mr Farouk Kad- 
doumi in Cairo on the day tiw* 
Iraqi tanks rolled into Kuwait 

Meeting at Cairo’s Semi- 
rands hotel on the bank* of the 
Nile - both men happened to 
be in the Egyptian capital far a 
gathering of Is lamic Confer- 
ence Or ganisat ion foreign min- 
isters - the Saudi aristocrat 
and the dour PLO official 
engaged in a blistering argu- 
ment about the rights and 
wrongs of the Iraqi invasion. 

By all accounts the US-edu- 
cated son of the late King 
Faisal gave as good as he got 
This is no mean achievement 
since Mr Karidmimi, who heads 
the PLO's “political depart- 
ment** and is effectively the 
organisation's foreign minister, 
has an add toncue that has 
been used to effect with more 
than one Arab ruler in a turbu- 
lent career that goes bank to 
well before the PLO was 
founded in 1964. - 

The exchange between 
Prince Sand, - who has a reputa- 
tion of being among the more 
pro-Palestinian of Saudi 
princes, and Mr Kaddoumi was 
not the last time the Saudi for- 
eign minister was to engage 
the PLO and other pro-Iraq 
Arabs in sharp debate. 

The question is whether 
these conspicuous signs of 
assertiveness by the 49-year-old 
Prince Sand represent a new 


tendency in Saudi foreign pol- 
icy, or are merely a response to 
the crisis itself and the very 
real threat it poses to the rul- 
ing family. 

On another level, and per- 
haps no lees important, is 
whether Prince Sand’s emer- 
gence as a more forthright 
spokesman for his country also 
indicates the beginning of a 


Saudi Ire in the 
present crisis has 
been directed at 
Yemen and Jordan 



King Fahd: tends to caution 


generational change in the 
Saudi ruling family — a sign 
that younger members are 
being given more leeway. 

Saudi crfWrtoijt say evi- 
dence of a more robust Sarah 
foreign policy has been there 
for some time, but the world 
has been slow to take note. 
They date the new assertive- 
ness to 1885. when the Reagan 
Administration, under pres- 
sure from the pro-Israel lobby, 
failed to deliver on promises to 
supply several squadrons of 
F-15 fighters. 

The Saudis did not dwell on 
their disappointment. After 
semiring w ritten confirmation 
that the US could not deliver, 
they turned to Britain for Tor- 
nado aircraft and to China for 
“East Wind" missiles. “It was a 
time, 1 * recalls one official, 
“when Saudi- American rela- 
tions were weaker. American 
support for Israel then was 
unprecedented.” 

Other straws in the wind, 
according to this official. 
Included Saudi Arabia's deci- 
sion to break relations with 
Iran in 1988, and its stand at 
the Amman Arab summit in 
the previous year over Egypt’s 
rea dmis sion to the Arab 
League. “We told Syria,” he 
remembers, “either you don’t 
oppose Egypt’s return to the 
Arab world, or we cut off aid.” 

Another indicatLoo of a more 
activist role was last year's 
Taif agreement in which King 
Fahd lent his own weight to 
efforts to fashion a political 
settlement to put a stop to the 
civil war in Lebanon. It was 
the first time since the early 
1980's (when Fahd as Crown 
Prince advanced his own 
“Fahd plan” to resolve the 
Arab-Israel problem) he bad 


been quite so active on a 
regional issue. 

As one official observes: 
“The king tends to be cautious. 
At the end of foe day he’s the 
king and the buck stop with 
him, and don’t forget he's seen 
foe tiTTM* when Saudi Arabia 
was weak and poor and there 
were questions whether we 
were going to survive”. 

Saudi ire in the present cri- 
sis has been directed particu- 
larly at Yemen and Jordan, 
and to a lesser extent the FLO 
who have supported Iraq to 
varying degrees. Thousands of 
Yemeni guest workers have 
been obliged to return borne, 
PLO officials including the 
chairman, Mr Yasslr Arafat 
have been declared persona 
rum grata in the kingdom and 
financial aid in the form of 
cash and oil to Jordan has 
been stopped. 

The Sand! mpriia has reiTynpri 
down since mid-October, but 
np to that paint it had engaged 
in uncharacteristically vituper- 
ative criticism of Mr Arafat 
and King Hussein - reflecting 
the intense pique felt in ruling 
circles at what was seen as 
lack of gratitude on riia part of 
individuals who had benefited 
from Saadi largesse over the 
years. 

While Sandl Arabia, like its 
close Arab allies such as 
Egypt, is expected to work to 
restore an Arab consensus 
after the Gulf crisis subrides, 
there is also a feeling that 
Saudi policy makers will be 
much less bound by past tradi- 
tions and notions of a faded 
pan-Arab Ism. As a young 


Saudi official observed: “The 
older generation talk about 
Arab tmlty, about being a Mos- 
lem, and about bring a Saudi 
in that order," whereas the 
younger say, “Tm a 

Saudi, period." 

The abandonment of consen- 
sus politics ait the August 10 
Arab summit in Cairo at which 
the derision was taken by a 
narrow majority to sanction 
the deployment of Arab forces 
in Saudi Arabia to confront 
Iraq, may turn out to be (me of 
tbe mare significant develop- 
ments of the past few months. 
The striving for co n sensus at 
almost any cost bad long para- 
lysed Arab forums. 

The Gulf crisis has overshad- 
owed other extremely signifi- 
cant recent developments in 
Sandl foreign policy such as 
the re-establishment on Sep- 
tember 17 of ties with the 
Soviet Union. They had been 
frozen, but not formally 
severed, in the late 3930s. 

Relations with China were 
formalised an July 21 this year, 
and Mr Qian Qlchen, the Chi- 
nese foreign minister visited 






The PLO 1 * Farouk Kaddoumi, toll, dashed wtth Saudi foreign 
minister Prince Saud at a meeting In Cairo 


Riyadh in early November. 

fifliiiH Arabia and Iran are 
ai«n moving closer to reestab- 
lishing relations. Prince Saud 
met Mr All Akbar Velayati, his 
Iranian counterpart at the UN 
on September 20. A senior 
Saadi for ei gn ministry official 
was despatched to Tehran, soon 
thereafter to discuss conten- 
tious iBgnes s uch as the quota 
of Iranians who might be per- 
mitted to visit the kingdom for 


the hajj or pilgrimage, and 
what guarantees Iran might 
offer that its pilgrims would 
not engage in demonstrations 
and other disruptive behav- 
iour, as they have in the past 
Scarcely has there been a 
period when Saudi diplomacy 
has been more active. Saudi 
rulers could be forgiven for 
yearning for calmer times, but 
for the moment this is not In 
the cards. 
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INSIDE 


Polly Peck team 
may need extra time 

The administrators of Polly Peck International 
are expected to seek a three-month extension 
of their deadline tor producing a report on the 
affairs of the troubled UK fruit, electronics and 
leisure group. This would give them until April 
25 to compile information tor the document 
Under normal administration procedures, they 
would be obliged to Issue a report within three 
months of being appointed. Page 24 


Gold star for copper mine 



La Escondfda in Chile is the richest copper 
deposit in the world, and a lesson in how . 
mammoth projects can sometimes go com- 
pletely right The $1bn project was completed 
$l50m under budget and in record time — the 
first batch of copper concentrates were 
shipped six months ahead of schedule. Robert 
Davies, the mine's financial director, expects 
La Escondkfa to make a profit In its first year, 
despite an impending US recession which 
promises to weaken copper prices. Page 25 

Retailers shop fdr bargains 

Warehouse clubs are ait the rage In the US. 
These are not venues for the acid house gen- 
eration. but discount houses for the retail seo- 
tor. The clubs offer small businesses the 
chance to buy goods at well below the prices 
charged by traditional wholesale suppliers. 

This year the clubs are expected to clock up 
sales of about $22bn, compared with just under 
$18bn In 1989. Their success raises the ques- 
tion whether the retail heavyweights can afford 
to stay out of the game. Page 10 



Cl e arin g up difference s 

Merging London’s two 
leading derivatives 
exchanges means meld- 
ing two quite different 
trading cultures. One of 
the toughest tasks — 
developing a joint clear- 
ing and settlement sys- 
tem — has fallen to 
David Hardy (left), head 
of the London Clearing 
House which dears for 
all five of the City’s com- 
modify and financial, futures markets. Page 22 

Vaux advances by 13.5% 

Sunderland-based brewing and hotels group, 
Vaux, yesterday reported a 1&5 per cent 
increase in full-year pre-tax profits. A robust 
performance by the brewing and pubs busi- 
ness confirmed the group's commitment to 
remain in brewing, said chairman Paul Nichol- 
son. However, hotel operations were hit by the 
downturn in the economy. At J A DevenlsH. the 
West Country brewer, lower property profits 
led to a toll of nearly 20 per cent in full-year 
pre-tax profits. Page 23 

Seven years and counting 

The Goodman affair - the biggest company 
debacle in the history of the Irish state — has 
been bed news for everyone concerned. 

Among the biggest losers are Ireland itself, 
which has suffered extensive damage to its 
business reputation, and the 33 banks which 
lent l£500m ($907m) to Europe’s biggest beef 
processor. Under the terms of this week’s res- 
cue package, the banks must wait up to seven 
years to recoup probably only about 80 per 
cent of their lendings. Page 24 
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Security Pacific sounds retreat 

Alan Friedman looks at the US bank’s decision to retrench 



BLuraxx Pacific. « packing 
its bags and going home. 
lathe 1980s, the fifth-trig- 

gest US bank div ers ifi ed aggres- 
sively from its base in Los 
Angeles. Its plan was to move, 
farte raafifli’piiiy a s well as fiomeo- 
tf n all v . into securities and “mer- 
chant banking” — a natphau 
phrase that covered specialised 
Mwnwwfal banking, investment 
banking andcapl tal mar kets 
operations. 

The strategy — w hirh involved 
the purchase of the London 
stockbroker, Hoare Govett - was 
widely praised. Security Pacific 
was seen as printing the way tor 
banks to di v ersify . 

Now, trapped by loan losses, 
runaway overheads and thin 

maApta, jfc hag tD With- 

draw from Europe and Australia 
and to dismantle the merchant 
hank. It is retreating to fib core 
businesses of consumer and cor- 
porate landing in the w e ste rn US 
t md in Agfa 

The itecfaton represents a stra- 
tegic volte face, and a significant 
redaction in scale. Security 
Pacific is dropping jo per of 
its 40,000 workforce and 8 per 
cent of its |88bn (£45 .3 bn) in 
assets. What remains of the mer- 
chant hank will be folded into the 

para* it hawk 

Security Pacific's re alnw+m-Ing 

rnmwi apnvrf the hankgrormri of 

a worldwide slowdown in the 

Aji r n r i ttay business «nd a ca pital 
squeeze on the US banking sys- 
tem. O ther Ug US Mwfc« such as 
Chase Manhattan and Citicorp 
are also faring mounting loan 
Irvmsvz and hjg cuts fal yf afl f nmw- 
bers. 

Yet Secnrity Pacific has also 
fallen victim to its own 
Ths strategy a decade ago was to 
diversify the bank’s gaming a 
base; the goal was to achieve 
equal profits tram three areas - 
Califor nia banking , nationwide 
financial services, and merchant 
banking. But Mr Robert Smith, 
the chief executive, admitted yes- 
terday that the tomb W8S unship 
to develop foe kind of int e r na - 
tional “natural franchises" in 


Corporate lemWng wwl i^rairltipa 
which it enjoys in its itomnaHi* 
retail bankhig business. 

The architect of the move fntn 
securities was Mr David Lovqfoy, 
the vice-chairman, who is now 
leaving the hank. The strategy 
led him to boy Hoare Govett in 
London. Burns Fry, the Mnechip 
Canadian in vestment bank, and 
Mt-Tntnah, fog Australian securi- 
ties house. Security Pacific’s 

f nu MBim an* In tha force ffwna ton 

totalled $300m to 9350m, says Mr 
Loveloy. 

“We certainly made a lot of 
tnigtakpa along the way, such &8 
into Eurobonds andfixBd- 
securitiee," he says. 

After the 1967 stock market 
crash, he decided that direct own- 
ership of a stockbroker was unde- 
sirable. "We were sitting there 
owning this struggling BriHah 
firm and our ria«yi« American 
techniques didn’t work. So I 
began to think there was some- 
thing fundamentally wrong with 


us owning more than 50 per cent 
of a broker or investment bank ," 
he says. Last year. Security 
Pacific ifari^H to move ^ UK, 
Australian and Canadian firms 
from the u yyrchant hank into a 
new holding company — sw»mit y 
Pacific Alliance. 

Eventually, it was intended 
that the bank would own no 
more 49 per cent of fhi« 
holding company, with the rest 
owned by Japanese or German 
equity partn ers the employ- 
ees erf the three firms. 

In Toronto, Mr Peter Eby, vice- 
chairman of Burns Fry, says: 
“Security Pacific had perhaps too 
Ug a strategy in trying to do 
both commercial and i n vestment 
b unkin g at the mwm* time.” 

“Nobody has really made an 
integrated global securities busi- 
ness work,” he says, and adds 
that the Alliance concept “has 
been trying to get off t h e gro und 
in a very poor environment” 

With the Alliance concept 


floundering, Hoare Govett Is now 
midway through a management 
buy-out of 51 per cent of the firm; 
the Secnrity Pacific stake in 
Borns Fry veil be raised from 30 
to 49 per cent n ext year and the 
stake in the Australian firm will 
remain at 41 per cent. Mr LovnJoy 
says 1990 results from the three 
Anns will be. respectively, a 
break-even, a small profit and a 
loss. 

The most serious problems of 
the merchant bank, however, 
stem from its c o rporate lending 
activities. More half of the 
bank’s 3600m fourth-quarter loan 
loss provision will come from 
problem property and corporate 
loans in Australia, the UK, Ger- 
many Arizona. It is signifi- 
cant that Security Pacific is not 
reporting - or predicting - size- 
aide problems in California. 

When the merchant bank is 
finally dismantled, almost 5,000 
of its 8£0O employees will be 
moved to other parts of the bank. 
Some £L7bn of assets will also be 
transferred internally. They 
include the Hong Kong-based 

A a Inn ofttnim*m1a1 hawk, th«* 
Sequor securities processing busi- 
ness, the Security Pacific fund 

wmnaggmwit iwiH: and foe US COP 

porate financa and nationwide 
co t po re te hanking businesses. 

But operations in Europe and 
Australia are to go. Secnrity 
Pacific's total assets will drop 
from 9881m to *7BZm and 4.000 
employees will be shed (3,300 
from foe merchant bank and 750 
from Europe and Australia). 

Mr Smith promises renewed 
profitability from the bank’s core 
businesses following a fourth- 1 
quarter loss of 9320m to 9360m. 

Security Pacific’s retrenchment 
can be seen as part of a pattern. 
In Which loading US banlpi 
away from European markets, 
nnnw m tw te on core warning a and 
strengthen their balance sheets. 
Its sufferings are shared by oth- 
ers. Mni»h nf the psiw, however, 
was self-inflicted. As one Wall 
Street analyst put it yesterday: 
They made a mistake, and it 
was a very expensive mistake." 




BPA sale lifts Portuguese spirits 

By Patrick Bhftn in Lisbon 


PORTUGAL'S privatisation 
program me regained its momen- 
tum yesterday with the success- 
fill completion at the sale of a 33 
per cent stake in the Banco Por- 
tugues do AQanflco (BPA), the 
state-owned - and largest - 
gmw mpr elsil Inwfc- 
The partial flotation, com- 
pleted during a special session 
on the Oporto stock exchange, 
was a relief to the government, 
which f eared a repetition of last 
month's p rivatisa tion of Urdcer , 
a brewing company. Underwrit- 
ers were left with 35 par cent of 


foe s h mea dne to lack of interest 
from Investors. 

The priva t isat ion programme 
to Impor t ant to Portugal's cen- 
tre-right government, which 
wishes to reduce its budget defi- 
cit and to expose state companies 
to market forces. 

Demand exceeded the 6.8m 
BPA shares on offer by about 20 
per cent, and the government 
raised Bs49.7bn (9382m) from foe 
sale with an average price of 
ES7.588 per share. Nevertheless, 
d«»wi«iTifi hpon wwwJi stronger 
in previous privatisations. 


—To head off -another future; 
foe gov e r n ment and the bank 
launched an n imr u rwiwriwi unh- 
lietty campaign and organised 
separate launches in Oporto and 
Lisbon for foe issue. 

The government also dis- 
creetly encouraged several large 
Portuguese inv e sto rs, inchaUng 
two major state-owned compa- 
nies earmarked for privatisation, 
to take a stake in BPA. The 
bank's employees were offered 
credit to help them bny shares. 

Several big domestic Investors, 
todndtng a group of foe BPA’s 


senior managers, had declared 
their intention to seek a stake in 
the bank. According tO initial 
reports Mr Belmiro de Azevedo, 
a northern entrepreneur, 
appears to have secured the larg- 
est single sharing with 3 l 2 per 
ce nt of BPA’s total share capital. 

Foreign investors were limited 
to a mart mum 5 per cent of pri- 
vatised shares, representing 
about L5 per cent of the bank's 
share capital, and international 
de mand was low. The bank’s pet 
vattsatkm is dne to be completed 
next year. 



More job cats likely: Eugene Anderson, chief executive 


Ferranti optimistic 
despite interim 
losses of £20.4m 

By Michael Skapfnksr in London 


FERRANTI, the UK electronics 
group which fell victim to a 
Siam (9418m) niipgpd fraud by 
its US subsidiary, expects to be 
trading profitably by the spring, 
Mr Eugene Anderson, foe chair- 
man «nd chief executive, said 
yesterday. 

Mr Anderson, who yesterday 
reported a half-year pretax loss 
of £20.4m, said foe group would 
also record a loss for the foil year 
to end-March 1991. He said, how- 
ever, that he expected Ferranti to 
show a profit in the last nuntim 
of the group's flnmeM year. In 
spite of the poor economic out- 
look. 

Mr Anderson also said that a 
dispute with the General Electric 
Company of the UK over the 
price paid for Ferranti Defence 
Systems would probably have to 
be decided by an independent 
accountant. GEC bought the 
business last January for £27Qm. 
At the time of the sale. Ferranti 
said that the business had net 
assets of £90m, but that it would 
ra fnwi fog difference if the assets 
were found to toll short of this 

am mint 

Accountants for GEC and Fer- 
ranti have been unable to reach 
agreement, Mr Anderson said. 


“The difference betwe en the com- 
panies is ri gnitw-imt enoug h that 
h is likely that we will appoint 
an independent accountant to 
make a ruling," he said. 

Mr Anderson said Ferranti 
would probably make job cuts in 
addition to those already 
announced. The company has 
reduced its headcount by 1,762, 
apart from foe businesses which 
have been sold. It has also 
announced a further cut of 432 
employees from its worldwide 
workforce of 10,426. “It’s cer- 
tainly not going to end there. 
We've only begun the ratianaHss- 
lion process,” Mr Anderson said. 

Turnover for the half year to 
September 30 was £25 lm, com- 
pared with £419m for the same 
period last year. Of foe £168m toll 
in sales, £U5m relates to busi- 
nesses which have been said. 

The operating loss was £l3-8m. 
which included exceptional 
charges of £i2.4m following the 
reevaluation of contracts and 
stocks. Borrowings have been 
reduced from £275£m at the end 
oT March this year to £8&3m. 

The loss per ordinary share 
was 2J9p against a loss of L92p 
in the previous year. No interim 
dividend was declared. 


SCA bays M 0 D 0 stake ill 
SKrl.4bn forestry alliance 


SCA said the crucial factors in 


By Robert Taylor in Stockholm 

TWO of Sweden’s biggest forestry 
groups yesterday agreed a 
SKrL4hn (9257m) deal to forge a 
strategic alliance In the Euro- 
pean forestry industry. SCA, Swe- 
den’s second-largest pulp and 
paper company, is to become the 
largest shareholder in MoDo, the 
country’s third-biggest forestry 
group. 

The two are to coo p era te in 
key production areas. There are 
no immediate plans, however, to 
merge MoDo into SCA to form a 
r*tmp g n y comp a r a ble in size to 
Store, the acquisitive Swedish 
group and Europe’s biggest for- 
estry company. 

SCA, fike Store, has pursued 
an aggressive strategy of mergers 
over the past two years with the 
aim of strengthening its position 
nearer its customers inside the 
European Community. 

SCA's largest purchase was the 
£L05bn deal for Reedpack, the 
UK paper and p a ckaging group, 
in June. R also tried to buy Felti- 
mflhle Nobel, foe West German 
forestry grou p, w hich was 
acquired this autumn by Stare 
for SKrlASbn. 


tts decision to buy into the group 
were foe successful restructuring 
of MbDo over recen t yea rs and 
signs of an improved investment 
climate in Sweden following foe 
country’s declared intention to 
Join foe EC. The company also 
cited an apparent reprieve for foe 
phase-out of nuclear power in 
Sweden, which would help keep 
down cost s. 

The two companies plan does 
collaboration in printing paper 
production and possible future 
co-operative investment in paper 
mills. SCA said it had seen 
looking at the possibility of a col- 
laborative link with MoDo for the 
past six Tnmrthfl in foe pri n ti ng 
paper area. 

hx a complex deal. SCA is pay- 
ing SKrL4on for 32 per cent of 
foe voting rights and 16 per emit 
of the equity capital in MoDo. 
SCA paid SKrS50 per share com- 
pared with a current market 
value of SKrlTO a share. 

SCA bought the personal hold- 
ing of Mr Matts Carigren, MoDo 
chairman, for SKr740m, and part 
of the stake owned by the Marie- 


berg publishing group for a fur- 
ther SKrTQOm. B at SCA, through 
a dose alliance with the Kempe 
family holding in MoDo, will con- 
trol just over half the voting 
rights and about 28 per cent of 
the equity capital in MoDo. 

A counter hid by foe Swedish 
financier, Mr Fredrik Lundberg 
- whose comp a ny is the second- 
biggest shareowner in MoDo — 
was withdrawn when it became 
dear that Mr Carlereu « nf the 
Marieberg group preferred to sell 
to SCA. Mr Bo Rydia, SCA chair- 
man, and Mr Sverker-Martin Ldf. 
chief executive, will join the 
MoDo board. 

Mr Rydin said yesterday that 
SCA did not intend to increase its 
share ownership in the company 
any further. “The purchase of 
MoDo share s stretched our 
financial position,” he said, 
adding that 8GA intended to sell 
SKrShn worth of assets over the 
wort 1 «tr to 12 months. 

Yes t erd a y’s SCA deal is a hitter 
blow for Mr Carigren, ending his 
dream of wwmnRiiwttng MoDo in 
the big three paper and pulp com- 
panies in Sweden. 


Jamison Equity eyes 


By Tim Blue in Sydney 

AN AUSTRALIAN investment 
company has emerged as a possi- 
ble buyer of the John Fairfax 
Group, the media group which 
went into receivership on Mon- 
day, Mr Robert Maxwell, the Brit- 
ish publisher, and Pearson, pub- 
lisher of foe Financial Times, are 
also interested in parts of the 
group. 

Jamison Equity, through man- 
aging director Mr Ch ris Corrigan, 
has told the receiver’s office that 
it is interested in making an affer 
to acquire the John Fairfax 
Group. 

Mr Corrigan is a former man- 
aging director of BT Australia, 


the merchant bank. The unlisted 
Jamison Equity was formed last 
April after raising 9220m (£U3m) 
from Australian institutions. 

Mr Corrigan drew public decla- 
rations of support from the Fair- 
fax management. He said that 
Jamison investors had shown 
“keen interest” in advancing 
ftmds to buy Fairfax. 

He rim* Fairfax could be 
bought for less than 9AL2hn in 
foe current economic climate. 
“But if it were valued at 9AL2bn 
foe acquisition could be ftroded 
by a mix of SAflOOm debt and 
9A300m equity,” be said. 

British p ublisher Robert Max- 


Fairfax 


well reaffirmed his interest in 
The Age newspaper in Mel- 
bourne, describing It as a very 
fine asset 

Mr Bob Hawke, the prime min- 
ister, said at a news conference 
that the Australian government 
would prefer Fairfax to remain in 
Australian hands, adding that 
the government would consider a 
partial sale to foreign interests. 

The late Robert Holmes a 
Court was once a keen suitor of 
Fairfax. Sis widow Janet recently 
expressed Interest in regaining 
the Perth-based daily The West 
Australian. It is believed her ten- 
der was unsuccessfuL 


WJX GROUP pic 


‘22 years of profit growth’ 


Profit before tax up 13.3% to £35. 8m. 

Vaux Breweries and Inns purchased 91 pubs and achieved 
excellent profit growth of 21% . 

Swallow Hotel Birmingham opened as 5 star hotel. Highcliff 
Hotel, Bournemouth becomes Swallow's first management 
contract. 

St. Andrews Homes now one of the U.K.’s nuyor care home 
companies. ■ 

Blayneys and Finlays shops 
increased profits 
significantly. 

Earnings per share 
up 9.1%. 

Dividend up 11.7%. 


Copies of the Report and Accounts will | 
be available after 28th December 1990 
from the Secretary, Vaux Group pic. , 
The Brewery, Sunderland SRI 3AN. 
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General Motors 
to enter cellular 
phone business 


By Nikki Tail in New York 

GENERAL Motors, the largest 
US vehicle manufacturer, yes* 
terday announced plans to 
push Into the iwnniar phone 

business. 

The company Is launching a 
series of digital cellular prod- 
ucts by its Hughes Aircraft 
subsidiary and a marketing ini- 
tiative which will use the GM 
dealer network. 

Some of GM’s competitors, 
such as Ford and Chrysler, use 
their dealer networks as sales 
agents Cor cellular phones and 
services. 

Hughes Network Systems, 
which is a large supplier of dig- 
ital telecommunications net- 
works, will ran the venture. 

HNS will supply cellular 
switches and cell site equip- 
ment, on a turnkey basis, to 
cellu la r carriers. In addition, 
the GM subsidiary has signed a 
long-term agreement with 
Alcatel of France to provide 
the switching equipment 

It added yesterday that the 
new phones would be able to 


handle both analog and dt gtfcal 
transmissi on, and rlfllrrmri that 

“new, state-of-the-art" digital 
cellular networking and 
switching equipment should 
Increase network capacity sig- 
nificantly. 

This, in turn, would help to 
ease the problems of static, lost 
si gnals and failures to get con- 
nections because of jammed 
relays. 

am also said that Delco Elec- 
tronics Corporation, another 
part of GM Hughes Equipment, 
was working with Hughes on 
the development of a new line 
of digital cellular telephones 
for gw vehicles. 

Hughes and Delco plan to 
establish a national cellular 
service network for GM cus- 
tomers. 

The aim is to use local GM 
participating dealerships to 
provide “one-stop shopping", 
allowing purchasers of new 
Oil cars and trucks to buy the 
cellular service from the same 
dealer. 


Heinz lifts after-tax 
profits to $139.8m 


By Nikki Tail in New York 

H. J. HEINZ, the large US food 
group, ha« pushed up after-tax 
profits by 1L5 pm- cent in toe 
three months to end-October to 
$1 39.8m, despite a more modest 
7.4 per cent improvement In 
sales, to $L64bn. 

At the earnings per share 
level, the profit advance trans- 
lates into a 10.6 per cent rise, 
to 52 cents. 

Heinz said yesterday the 
turnover improvement largely 
reflected price increases, plus 
toe beneficial effect of foreign 
exchange translation. Sales 
volume overall was described 
only as “stable". 

The company did not break 
down its figures, hut it did add 
that the European operations 
continued to show particularly 
good progress. About 40 per 
cent of Heinz’s business is out- 
side the US, and Europe 
accounts for a large part of 
this. 

Heinz also sounded a rela- 
tively cheerful note about two 
areas of its operations which 
have been hit by strong domes- 
tic competition. It said that In 
the weight-control products 
business, there were some 
signs of “pricing flexibility" 
returning to the market 

Heinz, which sells under toe 
Weight Watchers brand name, 
also plans to launch a new pro- 
gramme of diet products in the 
new year. 

On the pet food front, where 
price competition has been par- 
ticularly in t ense, Heinz main- 


tained that there were too 
many brands on the market, 
but claimed there were some 
signs of stability returning to 
flip market p lace. 

For the first six months of 
its fiscal year, Heinz has now 
turned in profits of 9283m after 
tax, compared with <25L9m in 
the first half of 1989. The 
group's chairman. Mr Anthony 
O’Reilly, said he was confident 
of “s atisfactory" full-year 
growth. 

• Kellogg, the US foods 
group, expects 1990 net earn- 
ings to exceed the $3£5 a share 
earned the previous year, Ren- 
ter reports. 

"We expect to make our 
internal goals for the year, 
which would be an increase 
over last year," said Mr Wil- 
liam LaMothe, the chairman. 

He would not specify the 
exact amount, but said he was 
comfortable with analysts’ esti- 
mates. 

They have projected that the 
cereal maker would eam about 
$4 per share in 1990. 

Mr LaMothe. said the com- 
pany’s 1990 share of the US 
ready-to-eat cereal market 
would be about 38 per cent, 
down slightly from 1989’s 39 

per rent. 

He added that Kellogg’s 
share of the international 
cereal business would remain 
more than 50 per cert and was 
likely to improve as 
that wiarfcff* rr mi hi ^wi to pros- 
per. 


U.S. $100,000,000 

GW 

Great Western Financial 
Corporation 

Floating Rate Notes Due 1995 


Interest Rata 

Interest Period 

Interest Amount per 
U.S. $50000 Note due 
12th March 1991 


7.75% per annum 

12th December 1990 
12th March 1991 


US. $968.76 


Credit Suisse First Boston Limited 

Agent Bank 


Court hitch 
in AT&T 
bid to take 
over NCR 

By Alan Friedman 
in New York 

AMERICAN Telephone & 
Telegraph (AT&T) has suffered 
a minor setback in its battle to 
take over NCR, toe fifth big- 
gest US computer maker, 
when a Maryland judge dis- 
missed a lawsuit filed by 
AT&T last week that sought a 
relaxation of the state’s 
merger laws. 

The AT&T suit sought to get 
around the law in Maryland — 
where NCR is incorporated - 
that would normally impose a 
merger moratorium of three 
years since the board of NCR 
did not approve AT&T’s offer 
in advance. 

The suit argued that the 
Maryland statute should not 
apply to the solicitation of 
proxies, a possible future 
AT&T tactic in the battle for 
NCR. 

The judge in Maryland dis- 
missed the suit, without preju- 
dice, on the grounds that it 
was premature since AT&T 
had not yet tried a proxy fight. 
NCR said it was pleased with 
the dismissal, but AT&T said 
it was not trembled by the rul- 
ing because it was not made 
on the merits of the case; 
AT&T could therefore still 
re-introduce the suit 
later. 

However, a similar salt, 
filed by NCR and seeking to 
uphold the merger morato- 
rium clause, will be heard 
soon by a judge in NCR’s home 
town of Dayton, Ohio. 

AT&T meanwhile 
announced that it had 
nh tainwH hank co mmltaninli to 
provide a 98bn credit facility 
for its hostile 990-a-shaze cash 
tender offer for NCR. Hie tele- 
coms company spoke of an 
“overwhelming positive 
response from the financial 
institutions’*. 

But tills was not surprising 
given the dearth of blue-chip 
lending opportunities for big 
US banks. 

NCR has approached various 
investment banks Including 
Goldman Sachs and Dillon 
Read about joining its team of 
anti-takeover defence advisers. 
These include the law firm of 
Weil, Gotscbai and Manges. 
An NCR bond meeting wfll be 
held In the next few days to 
formally reply to AT&T’s bid. 


Roman Corp 
takes further 
writedown 
of C$44.6m 


By Robert Gibbons 
in Montreal 

ROMAN CORPORATION, the 
large Canadian holding com- 
pany formed by the late min- 
ing millionaire Mr Stephen 
Roman, took a farther 
C$446m (US$39m) writedown 
of investments in 
the troubled Standard 
Trnstco in the third 
quarter. 

With earlier write-offs, 
Raman reported a nine-month 
loss of C$97.3m or C$9.82 a 
share, against a profit of 
C$&4m or 64 cents a year ear- 
lier. 

Roman has begun to sell 
non-strategic assets, while 
Standard Trustco had became 
enmeshed in property financ- 
ing problems. 

Denison Mines, the uranium 
producer on which Mr R oman 
built his diversified group, 
was profitable in the third 
quarter. 

Roman still hopes to sell the 
controlling block of shares 
in the inter national 
packaging group, Lawson 
Mardon, in the first half of 
1991. 


NOTICE OF REDEMPTION 
To the Holders of 

EMERSON ELECTRIC CO. 

Series A Notes due 1995 

NOTICE IS HEREBY GIVEN to the holders of the outstanding Notes described above (the 

“Notes”) that, pursuant to the provisions of the Fiscal and Paying Agency Agreement dated as of 
December 27. 1985 and the Notes, Emerson Electric Co. has elected to and will redeem on 
January 4, 1991 all of the Notes In the aggregate principal amount of 3100,000,000, at a redemption 
price equal to 10L5% of the principal amount thoeofplus accrued interest to the redemption date. 

Payments will be made on and after January 4, 1991 sgalnst presentation and surrender of the 
Notes, together; In the case ofbearer Notes, with coupons doe December 27, 1991 and subsequent 
attached, in lawful money of the United Sates of America, subject to ap 
at the main offices of Morgan Guaranty Trust Company of New York in 
(Main), or Paris, or at the main offices ofSwias Bank Corporation in Baal 
4 Luxembourg In Luxembourg. Payments at the offices referred to above shall be made by a check 
drawn on a bonk in New York Gty on at the option of the bolder of a bearer Note, by wire transfer to 
a United States dollar account in a bank outside the United States payable in United States dollars. 

The coupon due December 27, 1990 Is to be detached and collected in the usual manner 

On and after January 4, 1991 the Notes will no longer he oatstanding and interest thereon 
shall cease to accrue. 


laws and 
on, Brussels, 


ns, 
rankfurt 


Dated: December 5, 1990 


EMERSON ELECTRIC CO. 
By: Moigan Guaranty Ihxst Company 
or NEW TOBK. Fiscal and Paying Agent 


Big US retailers study strategy in the clubs 

Nikki Tait examines the discount market, thriving with net sales of $22bn this year 


L ong faces are plentiful 
In the US retail sector, 
as it b at tles with finan- 
cial restructurings, depressed 
sales and hefty price cutting; 
Bizt for every rule, there is an 


sales growth generally. It has 
done nothing to dent the 
huge growth of “warehouse 
dubs”. 

Representing toe extreme of 
toe discount market and tar- 
geting «mniT businesses as cus- 
tomers, these operations are 
expected to dock up sales af 
about $22bn in the current 
year, compared with just less 
than $I8hn in 1989, and little 
more than $2bn in 1984. 

Their success raises the 
question whether toe retail 
“majors" can afford to stay out 
of the game. In contrast to the 
UK, for example - where 
efforts by the West German 
group, Aldi, to exploit demand 
for no-frllls shopping have led 
to accusations of a backlash by 
entrenched players - large US 
operators, such as K-mart or 
Great Atlantic & Pacific Tea 
Company (A&P), have been 
showing increasing interest in 
the concept 

T,iitH many other good ideas, 
this one came from California. 
Although the underlying “pile 
it high, sell it cheap” philoso- 
phy was not new, a fortuitous- 
ly-named entrepreneur, Mr Sol 
Price, gave It a new twist when 
he set up the first "Price Club’’ 
in San Diego In 1976. 

Essentially, the idea was to 
offer small businesses, which 
would become members, the 
chance to boy goods at below 
the prices charged by their tra- 
ditional wholesale suppliers. 


Price dub would buy directly 
from manufacturers and the 
product range would be lim- 
ited. 

Mr Price was no newcomer 
to toe retail trade. He had sold 
out of Fed-Mart, a now defunct 
stores group, and then crossed 
swords with the new owners 
within weeks. As a result, he 
was out of a job. 

It took time for the price 
club idea to be honed to a prof- 
itable formula. In the first year 
of operation, the company 
made a loss of more than 
*400,000. then lost 6348,000 in 
the second. 

That prompted steps to 
enlarge the customer base, by 
offering group membership to 
mdividnals from certain credit 
unions and employee groups, 
and widening the business 
membership. 

In 1978 (when a second ware- 
house opened in Arizona) prof- 
its started to flow. 

TOday, Price Club — which 
sought a stock market quote in 
1960 - is one of the largest 
players in the industry, with 
annual sales af almost $5bn 
last year and a pre-tax profit of 
more than $2Q0m. But it has 
spawned more than half a 
dozen imitators across the 
country - although not all 
have prospered. 

A successful formula is 
based on low costs, small prod- 
uct ranges and very rapkl turn- 
over. U nlike normal discount 
retailers, which might carry 
204100-plus items, a warehouse 
dub’s range is usually limited 
to about 3,500 to 4,000. 

These may include house- 
hold goods, office supplies, cig- 
arettes or even books, but typt 
cally SO per cent to 60 per cent 


Number of warehouse clubs 



will be food items. The average 
store is about 100,000 sq ft. 

Labour costs are kept below 
those of usual retailers, thanks 
to shorter operating hours, 
while advertising is pared to 
the bone. „ 

In addition, Mr Jack Seibald, 
retail analyst at Salomon 
Brothers, estimates the annual 
stock turnover levels at the 
larger stores to be between 12 
and 18 times, (compared with 
perhaps four times for discount 
stores), so pushing down work- 
ing capital requirements. 

The obvious drawback, from 
the retailer's standpoint, is 
lower margin. Mr Seibald says 
other discount stores usually 
maicA a gross margin of about 
28 per cent, while supermar- 
kets torn in about 24 per cent 
The average grass margin for a 
warehouse club is nearer 9 per 
cent 

But to a mature industry 
beset by the need for growth 
opportunities, toe novelty and 
expansion possibilities of the 
price dub concept are proving 


seductive for much larger dis- 
count food retail compa- 
nies. And that development, 
some suggest could accelerate 
a consolidation of this mini- 
sector. , . 

Wal-Mart, the Arkansas- 
based discount retailer whose 
growth has been little sho rt of 
scalar, was first to spot 


potential, setting up three 
Sam's Wholesale Clubs in 
1983. 

T oday, it has more than 
140 Sam’s outlets, and 
the expansionist retailer 
recently consolidated its posi- 
tion as the largest warehouse 
dub operator by buying Whole- 
sale Club, a more modest 
set-up with a strong presence 
in the mid-west that is quoted 
on the over-the-counter stock 
market 

Competitors, although 
slower to move into the game, 
have followed its example. 
K-mart, another of the three 
biggest US retailers, paid 
piSm for the PACE chain last 


Court will decide Bond Corp future 


By Tbn Blue in Sydney 


THE FUTURE of the Bond 
Corporation appears to rest on 
toe outcome of a court appeal 
set for tomorrow in the South 
Australian Supreme Court 

Lawyers for Bond Corp are 
planning to appeal against toe 
Supreme Court’s decision on 
Monday to appoint a provi- 
sional liquidator to the 
Bond offshoot JN Taylor 

TTnlilinfl tt- 

In the Supreme Court, Mr 
Justice Debelle rejected an 
offer by Mr Alan Bond 
(pictured), Mr Tony Oates 
and Mr Peter Mitchell to 
stand down from the JN 
Taylor board, ami granted the 
application for liquidation 
from 28 preference snarehold- 
ers attempting to recover 
about Af277m (US$21 3m) fn 
loans to Band-related compa- 
nies. 

The formal appointment of 
Messrs Richard England and 
Bruce Carter of Erast & Young 
has been stayed, penefing the 
outcome of the appeal 

It is widely believed that the 



appointment could severely 
damage Mr Alan Band’s stren- 
uous efforts to save his com- 
pany thro ugh ^ a complicated 
debt restructuring. 

A provisional liquidator 
would be expected to pursue 
the A$277m funds owed to JN 
Taylor by the Band subsidiary, 
Bond Corp Finance and 
Mr Bond’s family • com- 


pany Dallhold Investments. 

The judge said that the pro- 
posed appointment of Mr Peter 
Lucas, Bond Corp’s executive 
chairman, and Mr Kim 
McGrath, a representative of 
the European, bondholders, 
would not remove the conflict 
of Interest between Band Corp 
and JN Taylor. 

Last week, the judge said 
that the appo intm en t of both 
Mr McGrath and Mr Lucas 
would create a conflict of inter- 
est because they were both 
keen to get the debt-far-equity 
swap proposed for the Euro- 
pean aha rqfr d<> rfl “up and 
running*. 

Bond Crap owns 71 per cent 
of the ordinary shares in JN 
Taylor, while Bell Group, 
which Is 70 per cent owned by 
Bond Corp, controls a farther 
28 per cent 

The loans owed to JN Taylor 
are to the form of A$96.6m 
owed by Mr Bond’s family com- 
pany DaHhold and two loans of 
A$il4m and A$66m to Bond 
Crap Finance. 


Lloyd Brasileiro crisis 
deepens as ships seized 


By Victoria Griffith in Sao Paulo 


THE FINANCIAL crisis at 
Lloyd Brasileiro, the state- 
owned maritime transportation 
company of Brazil, worsened 
this week with the seizure of 
two of its ships anchored 
in the American ports of New 
York City and Jacksonville, 
Florida. 

Since August, six ships have 
been held m dock in foreign 
ports at toe request of Lloyd's 
creditors. 

The group’s troubles reflect 
the deepening crisis at many of 
Brazil’s state-owned compa- 
nies. 

Lloyd is 127.5m in the 
red to fuel suppliers, 
container leasers and other 
companies. 

According to the company’s 
president, Mr Francisco 
Chiara, the seizure of the ships 
has already cost Lloyd $20m, 
nearly the size of its 
debt 


MT Chiara said the 
was still hoping for 
support from the government 

It Is becoming clear, how- 
ever, that the Collor adminis- 
tration's policy is to let state- 
owned fixms fond for them- 
selves. 

Last week, Mr Ozilfo Silva 
resigned from the post of chief 
executive of Embraer, the fed- 
erally-owned aircraft manufao- 
turer, over the government’s 
refusal to offer any 
aid. 

Lloyd dismissed 610 workers 
in November in an effort to 
reduce costs. 

The group's former presi- 
dent, Mr Jose Carlos Urruti- 
garayv walked out at the end of 
October over toe government's 
refusal to throw a lifeline to 
the company. 

Mr Chiara said the group 
was negotiating with its 
creditors. 


Ceramco operating profit 
halved after asset sell-off 


By Terry Hall in Wellington 

OPERATING profit at Ceramco 
ae New Zealand 
. food and dotidng 
conglomerate, fell 53 per cent 
to NZ$4 .8m (US$3m) from 
NZgLOJhn in the six months to 
September 30 following an 
asset sale programme. 

The sell-off cut sales to 
NZ*l97m for the year to March 
1990 from NZ$274m In the pre- 
vious year. 

Operations sold or discontin- 
ued include New Zealand Con- 
tracting, Ceramco Far East 
Trading and the import dis- 
count warehouse. 

In the latest six months sales 
dropped to NZS75m from 
NZgllSm at September 1989, a 
3EL5 per cent decline. No tax 
was parable in either 

The investment In 


Tube Holdings produced a divi- 
dend of NZ$lm, compared with 
NZ$S.7m last year. Ceramco 
will write down toe value of 
thi$ 26 per ce nt investment to 
its 12-month result. 

Mr Peter Graybum, chair- 
maw, c ontinued high inter- 
est rates, lack of consumer 
spending and lack of capital 
investment In industry had 
affected opera tions that relied 
cm the domestic economies of 
New Zealand and Australia. 

Half-year earnings per share 
were down, to 10 cents from 20. 

Mr Graybum said the second 
half had started strongly. Cur- 
rent projections indicate that 
profit should be up cm the first 
ball. The directors held the 
interim dividend at 4 cents for 
each GO cent share. 



ANGLO SCOTTISH 
INVESTMENT TRUST PLC 

a successful take-over of the above-named company (“the 
by Japan Assets Trust pic (“JAT”) m 19S4/85, JAT 
acquired a number of ordinary shams in tbe capital of 
pmsoant to section 209(1) of tbe Companies Act 1949. 


The Company holds securities and cash ra pr es a n ting Buch 

consideration upon trust for stub persons. 

The Company intends to pay any monies and securities which ate 
not cla im ed Into Court pnra na nt to the provisions of tbe Trustee Act 
1925. 

Any cx-sbaieboWer of the Company who did not accept tbe JAT 
offer and who claims to be antitWf to such monks ™ 
should contact the liquidator of the Company whose address is given, 
below. 

Dated this 12th day of December 1990 

Mr G. Ritchie 
Ernst A Young 
17 Abercromby Place 
Edinburgh, EH3 6LT. 

Teh 031 556 8541 
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DOLLAR 
Where Next? 

Call far onr ament views 


CAL Futures Lnj 
Windsor Hone 
50 Vianris Street 
London 
SW1HQNW 
Tet 071-799 2233 
Rue 071-799 1321 


COMPANY NEWS IN BRIEF 


■ Swiss-based Holderbank 
Financtdre Glarls yesterday 
said It had acquired 90.1 per 
cent of the shares to Queen- 
sland Cement, the Australian 
cement maker, after launching 
a lad on September 28, AP-DJ 
reports from Sydney. 

Bdldezhank is bidding A&L80 
a share for all of Queensland 
Cement, valuing the company 
at about Af270m (US$2l0m). 
The bid doses on December 2L 

■ New Zealand’s Securities 
Commission Is reviewing the 
latest capital injection Into 
Bank of New Zealand, Reuter 
reports from Wellington. How- 
ever, Mr John FarreDL the com- 
mission ’ b executive director, 
said it was not a formal inves- 
tigation. 

“We are looking at tbe pro- 
posed trams of issue of new 
securities." The commission 


was not looking at the possibil- 
ity of insider trading in BNZ 
shares, he said, despite opposi- 
tion party suggestions in the 

New Zealand pa rliament that 

an investigation on insider 

trading mi g h t be UndOT Way. . 

jon Steel, tbe Japanese 
group, is considering 
mitering the aluminium mar- 
ket by increasing its stake in 
Sky Aluminium Company of 
Japan, Renter reports from 
Tokyo. 

“We are now studying 
whether we should buy more 
Sky Afomftitam shares,” said 
Nippon Steel, which currently 
owns 19 per cent of Sky. 

■ Miramar Hotel and Invest- 
ment Company of Hong Kong 
posted a 42 per cent fall in pre- 
tax profits to HK33m (US$4m) 
from HK$57m in the year-ear- 


her period, AP-DJ reports from 
Hong Wnn flf- 

The hotel group’s earnings 
per share also fell 42 per cent 
to 6J9 cents from 10.71 cents, 
while turnover rose 4 per cent 
to HKS362m from h rm Eti. a 
maintained interim dividend of 
8 cents a share is proposed. 

■ Brierley Investments, the 
New Zealand company founded 
by toe entrepreneur Sir Ron 
Brierley, is to seek approval 
from shareholders of Ariadne 
Australia, the former share- 
boom high flier which almost 
collapsed last year, to buy a 
l&8 per cent stake in the com- 
pany for A$lL68m, bringing its 
total stake to 39.2 per cent 
Beater reports from WdUng- 
ton. 

"BXL ... is acquiring toe 
shares to stabilise the Ariadna 
share register,” it rai d . " 


CONSOLIDATED 
SEMI-ANNUAL REPORT 


Statement of 

Income 


.IrrlBlonsafVaa 


Net sales ...... .........2268/426 

Cost of sales 1,504255 

Income before taxes and minority 
interests .................... — .............. 1 54463 

Income taxes. ... .84970 

Net Income ..........................74690 

Net income per share ................. 20B7 On Yen) 


ten. 
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Balance Sheet 

faWrtmbwSa W8« In Mttowofveo 

Assets 

UatoBBes end Shareholders? Equity 


Notes and accounts receivable, tong-term deM.......... seojtai 

fade. ............ ............1,044517 Notes and accounts payable, trade 834831 

towenlones........ .................. ..........Ifl272i 9 Other current Uatoflltiea. 1D5fl77B 

Other current assets 483,078 Long-term IfcbiHtfes ijErmS 

Property, plant and equ^ment............. 974752 Minority interests iAbqki 

Otherassets 829284 SharehoWertf enuRy”"".""!!’ V jSSi 

Ited-ete. 5*24435 *«* bebWiestert ~ 

4224485 


shareholders’ eouftv 


IuTbudiwitoTbnromwr 

TOSHIBA 
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year and admits it was the 
growth possibilities which 
finally won It round- *Peri»l» 
we were not early enough get- 
ting in, but management was 
not sure whether the clubs 
would prove a ‘fad" says the 
own party. 

K-mart also offers an exam- 
ple of bow discount retailing 
£n fafl. It had struggled with 
Makro, a low-cost, warehouse- 
style retailer, operated to toe 
US as a joint venture between 
a Michigan-based group and 
SHV Holdings to toe Nether- 
lands. 

It acknowledges that tbe eco- 
nomics of that business were 

wrong, with the size of Matao’s 

product range proving a deMli- 
tating factor. “You have to gat 
toe SKU [stock-keeping units] 
count down," comments 
K-mart The small number of 
Makro outlets has now been 
merged into the PACE 
business. 

Mainstream food retailer 
A&F fa d i p p in g & toe In the 
water by purchasing a 51 per 
cent stake to the loss-making. 
Chicago-based Warehouse 
Club. ' . ^ ■ 

With that sort of interest 
among big retell players, many 
observers predict that consoli- 
dation of the industry - via 
acq uisitions - will continue. 

So far, neither Wal-Mart nor 
K-mart report any slowing of 
sales as the recessionary cli- 
mate bites, while the scope for 
expanding the customer base, 
faking over territory and 
adding product areas leads 
analysts to predict double-digit 
growth for several years 
yet In the current gloom-laden 
retail climate, such news is too 
good to 
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Cardo sells off 
ISIS* Nife unit to Saft 
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By Robert Taylor in Stockholm and 
George Graham in Paris 


CARDO, the Swedish holdtng 
company, has finally gold its 
Nife battery division to 3eft, 
the batteries subsidiary of 
France's Compagrde Generate 
d’Electricitd, for SKrl60m 
($29m). 

Safi said last month that it 
was suspending talks with 
Cardo. The French company 
remained keen on an indnstrial 
link-up with Nife, which would 
give it what it regards as foe 
necessary critical mass for the 
battery industry, but disagreed 
un the price. 

Nife is a leading manufac- 
turer of industrial nfo k et cad- 
mium batteries, with sales last 
year of ,SKrL26tm and a profit 
after financial items of 
SKT&7SL 

ft accounted for 17.2 per cent 
of Cardo’ s total turnover in 
1989. ft has subsidiaries in 22 
countries and production 
plants in seven of them. 

"We announced earlier this 
autumn that we intended to 
carry out a necessary restruct- 
uring of Nifo’s activities,* arid 


Gardini puts managers 
Into Serafmo Ferruzzi 


By John Wytos In Rome 
MR RAUL Gardini yesterday 

introduced p mfantfnniil inmag . 

ers into the running of the Far- 
ruzzi family’s holding coni' 
pony, Serafino Ferruzzi, while 
at tfle.same thne bowing to the 
requests of his wife and inJaws 
not to renounce the company's 
presidency. 

The move win do nothing to 
remove the conviction in Ital- 
ian business circles that Mr 
Gardini was overruled by his 
family two weeks ago when he 
wanted to buy out the 40 per 
cent participation of EOT, the 
state energy company, in the 
Bnimont chemicals Joint ven- 
ture and that yesterday's 
annanacemcnt is Us price for 
a peace settfemant 

Forced, as a result of tins 
stand, to sell Montedison’s 40 
per cent of Enhnont to EOT, Mr 
Gardini then' a nn o un ced that 
he was giving up an his opera- 
tional posts in Italian business, 
including in Serafino Ferruzzi. 

Yesterday, the company's 
board and umdnMay com- 


mittee comprising Mr Gardini 
and the four rfmifrwn of the 
late Serafino, agreed to his pro- 
posal that three of the Fenuzzi 
group ’8 top managers should 
Join the thanphniiiwn 1 commit- 
tee. 

They are Mr Ghnseppe Garo- 
feno, president of Montedison, 
Mr Cab Sama, the husband of 
one of the Ferruzzi daughters 
and the holder of several 
posts within the group, 
and Mr Sergio Gragnotti, most 
recently managing direct o r of 
Bnimont who is now working 
on a project to open a mer- 
chant bank for the group in 
London. 

The insertion ctf Mr Gardini's 
most trusted professional manr 
agezs into the family co mpan y 
should strengthen bis powers 
to determine its strategies 
resembles the decision taken 
by the Agneffi family two years 
ago to bring Mr Cesare BomttL 
managing director of the Fiat 
group into their equivalent 
1 hflkfni| r company. - 
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has sold its Dutch food business 


Conimex 


CPC International Inc. 


INTERNATIONAL COMPANIES AND FINANCE 


Mr Lennart Nilsson, Cardo's 
c hief executive officer, yester- 
day. 

Cardo will suffer a book loss 
of about SKrSOm on Nife, 
which is valued at SKxnom, 
but will also improve its 
debt-equity ratio by 1-2 per 
cent. 

Saft said it expected a strong 
redaction in 1990 earnings 
from 1989’s FFrllSm ($23m) 
net profits on FFr3.1bn of 


Stockbrokers have forecast a 
55 to 60 per cent drop in 
profits as Saft suffers from the 
cost of capacity investments 
and of restructuring its 
operations. 

In addition, the weakening of 

tibe yen has increased competi- 
tive pressure, especially in the 
nickel-cadmium accumulator 
sector, from Japanese rivals 
such as Matsushita and Sanyo. 

Paris brokers said the addi- 
tion of Nile, which they regard 
as currently unprofitable, 
would worsen this outlook in 
the short term. 


Alleged 
SFr63m 
fraud at 
Bank Leu 

EXECUTIVES of Bask Leu, 
which was acquired by C S 
Holding earfier this year, yes- 
terday said that the group's 
profits this year would fall 
sharply following the discov- 
ery of an alleged SFr63m 
($50m) fraud, Reuter reports 
from Zurich. 

Mr Baft , B qp l ^ Til’ll 

chief executive, said the bank 
would barely make a profit 
this year after setting aside 
provisions for the alleged 
fraud. 

He added that the N* 11 ^ also 
suffered fails in returns from 
all areas of the banks 
operations in the first three 
quarters of the year. Mr Rob- 
ert Jefcer, die bank’s supervi- 
sory board president, said the 
bank would not pay a divi- 
dend. 

Mr Werner Fldck, the dep- 
uty director, said that the 
alleged fraud was carried out 
by the credit manager who 
had worked for the bank since 
1983 and who was arrested 
last October. 

The frand is claimed to have 
started late last year and was 
carried out by making ficti- 
tious lwnw in the w»w* of ch- 
eats of the bank. The money 
was paid out to the credit 
m amiw r . the hank aifaww. 

Bank Leu returned a net 
profit of SFrSIBn last year. 
However, a restructuring 
which takes effect next week 
will make a comparison with 
this year’s p rofit figure impos- 
sible. 

CS Holding, parent of Swit- 
zerland's third largest bank 
Credit Suisse, gained c ontr ol 
of Bank Leu through a hostile 
takeover i i fn wh wi tw April. CS 

Holding swapped Bank Leu 
shares one-for-one into Leu 
HnMfag item. Bank Leu paid 
a SFr70 dividend per SFtSOO 
share on 1989 results. 

CORRECTION 

Berisford 

International 

A haadMne in yesterday's issue 
incorrectly stated that Beris- 
ford International had pfamged 
to a loss of SfflQm. 

As the story made clear the 
company actually revealed a 
pre-tax loss of £96LUn for the 
year to end-September. 


We acted as financial advisor to Reckitt & Colman pic. 


Goldman Sachs International Limited 


September 1990 


How Glaverbel checked in at Sklo Union 

A Czech privatisation bandwagon has picked up speed, writes Anthony Robinson 

A fter a slow start, strategically as the main Swedish consortium carried such distinguished suitors. were carried out by sei 

Czechoslovakia's priva- vehicle for Czechoslovakia's re- out high-level lobbying ft soon found that the prob- management led by Mr 

tisation bandwagon has integration into the western Sklo Union, as dominant lem of evaluating the various Wlllame. the chief execui 


A fter a slow start, 
Czechoslovakia’s priva- 
tisation bandwagon has 
moved into top gear with two 
major i n vestmen t deals - by 
Volkswagen of Germany and 
Glaverbel of Belgium - that 
underitoe tike economic poten- 
tial of the most industrialised 
country in what cessans of the 
old Co m ecan bloc. 

Volkswagen's DM9.5ba 
(9&5bn) investment will give it 
70 per cost control of the flag* 
ship of Czech industry by 1906 
and is the largest foreign 
investment-finked privatisation 
Ami anywhere In region. 

It follows close on last 
month's sale of an Initial 40 per 
cent In Sklo Union, the coun- 
try's state-owned glass moncrp- 
; oly, to the Japanese-controlled 
Glaverbel of Belgium. 

Sklo Union- Glaverbel were 
i the first to tafrg advantage of 
the Czech government’s strong 
backing for privatisation. But 
the errmrgrmep of Volks wagen 
as its partner for the automo- 
tive division of Skoda is expec- 
ted to pave the way for a wave 
of new investment deals by for- 
eign bidders attracted by the 
, country's low debt, long indus- 
trial traditions and closeness 
to main Rn rnp aan mark ah; 

It remains to be seen, how- 
ever, whether Slovakia, the 
poorer eastern part of the 
country with its bigb concen- 
tration of arms and 

other plants geared to the 
S oviet market, will prove as 
attractive to foreign investors. 

Originally perceived as a 
way for the cash-strapped gov- 
ernment to raise money 
help obsolete companies 
acquire western technology, 
privatisation is now seen more 


strategically as the main 
vehicle far Czechoslovakia’s re- 
integration into the western 
markets which took file balk of 
the country’s trade before the 
Second World War. 

This is partly a case of neces- 
sity. With domestic savings 
and income low, privatisation 
of the bigger companies has 
become virtually synonymous 
with foreign investment. 

Mr Jan Various, editor of Pla- 
necon report which lists 500 
major Czechoslovak mm mining 
potentially up for privatisation, 
believes that foreign investors 
in Czechoslovakia stand to 

TTialre m faB fc a ntbd fta p jtaq phw 

on their investments because 
of the large gap between the 
current market rate of 
exchange for the Czech koruna 
and the internal purchasing 
power parity of the currency. 

Czechoslovakia has a broad 
spread of engineering and 

TW fi n pfflfftnring companies, but 
few if any are of sufficient 
scale or technical modernity to 
compete on world markets 
without heavy price discount- 
ing. But the potential for 
upgrading ana integrating 
plants has led to strong compe- 
tition fin: the best enmaawi«t. 

In the Skoda case, Volkswa- 
gen was strongly favoured by 
file plant managers and engi- 
neers familiar with German 
technology who wanted Skoda 
to benefit from an investment 
plan nearly three timaa hig gw 
than would have flowed 
from the rival Renault/Volvo 
proposals. 

But Volkswagen also bene- 
fited from concentrating its 
attentions on the repub- 
lic rather than federal govern- 
ment level where the French/ 


Swedish consortium carried 
out high-level lobbying 

Sklo Union, as dominant 
domestically in its industry as 
Skoda in the car industry, was 
wooed by six foreign compa- 
nies, three from the US plus 
the three maim European glass 

‘The Americans 
were really 
aggressive. They 
told os they had a 
plan to make money 
quickly which would 
involve closing down 
factories and cutting 
back the labour 
force. They expected 
ns to accept it 
Just as it was. That 
approach just does 
not work here," 
said Stepan Popovic, 
Sklo Union’s 
general manager 

producers, Saint-Gobain, Pilk- 
ington and GlaverbeL It pro- 
vided the Czech company and 
its advisers with an interesting 
chance to compare tactics and 
approaches. 

As the leading glassmaker 
producing 600,000 tons of flat 
glass and related products 
from 9 plants and exporting 30 
per cent of its EcsShn turnover 
(3176m at the end-1989 
exchange rate), it is not diffi- 
cult to see why it attracted 


such distinguished suitors. 

fi soon found that the prob- 
lem of evaluating the various 
offers raised crucial questions 
about the value of its own 
assets and liabilities. At that 
point it called in Bankers Trust 
International as financial 
advisers. 

The original brief was sim- 
ply to make an evaluation. But 
once the bank's mergers and 
acquisition team led by Mr 
Alasdair Dundas got involved, 
the brief expanded to cover 
broader issues raised by the 
proposed foreign investments. 

The team found that the gov- 
ernment was not primarily 
interested in malting money 
from the sale of its shares but 
in ensuring that the new part- 
ner would recapitalise the com- 
pany and take a long-term stra- 
tegic view. It also found that 
the existing management was 
taken aback by the aggressive 
style of the US bidders and the 
initial “arrogance" of some of 
the other bidders. 

"The Americans were really 
aggressive. They told us they 
bad a plan to make money 
quickly which would involve 
closing down factories and cut- 
ting back the labour force. 
They expected ns to accept it 
just as it was. That approach 
Just does not work here,” said 
Mr Stepan Popovic, Sklo 
Union’s general manager. 

The choice narrowed down 
after the bank arranged a 
“beauty contest” in London 
when the rival bidders were 
invited to present their propos- 
als. 

A key element in Glaverbel ’s 
favour was that once the deci- 
sion to bid for Sklo Union had 
been taken, the negotiations 


were carried out by senior 
management led by Mr Luc 
Willame, the chief executive, 
who did not have to refer bads 
to higher authority. 

Although the final details of 
the agreement remain to be 
hammered out by lawyers, the 
Glaverbel team made dear its 
willingness to inject capital 
and new technology while 
working closely with the exist- 
ing management. It also 
emphasised its desire to 
increase exports to the German 
and other EC markets, exploit- 
ing the strategic position of 
Sklo Union’s main flat glass 
and other factories at Teptice, 
less than 20km from the Ger- 
man border. 

With 9.500 employees, the 
Czech company at present 
employs 50 per cent more peo- 
ple than G La verbal's 27 existing 
plants in Europe, North Amer- 
ica and Morocco. Large-scale 
redundancies are inevitable if 
efficiency is to be raised to 
west European levels. 

Some Sklo plants, such as 
the plate glass factory at 
TepUce which uses Pilkington 
float glass technology, are 
already dose to western levels. 
Production will be expanded by 
investment in a third float line. 
Other plants will have to dose 
or face severe labour cutbacks. 

“We faced these problems in 
the 1970s and we believe our 
experience will help to ease the 
pain." Mr Willame told his 
Czech partners. 

“At present, workers accept 
the need for unemployment in 
principle - but only because 
no-one thinks that they are 
going to be the one who will 
lose their job," Mr Popovic 
replied wryly. 


ISS buys Electrolux cleaning side 

By Hilary Bamas in Copenhagen and Robert Taylor in Stockholm 

ISS, the world's biggest divestment are the ASAB com- In the US, Swan Service! 
cleaning company, of Den- pony cleaning subsidiaries in . operates mainly in the 
mark, is paying SKr750m Finland and Sweden, Dansk southern and western states 
(5135m) for the cleaning Erhvervs Rengoring in Den- Turnover is about DKr310n 
operations of Electrolux's Envi- mark and Swan Services in the and there are 3^00 employees, 
ronmental Services Group. US. ISS said the acquisitior 

The purchase is a big step The deal will consolidate would be financed partlj 
for ISS. Hie turnover of the ISS’s position in the Swedish by an equity i«a«> and parti) 
assets being acquired - about market, where it has three by taking up new long-term 
DKrlAbn (3318m) — adds 20 other companies, with a turn- 

per cent to ISS’s 1969 turnover over of about DErSOOm and The new companies would 
of DKxSbn, as well as 14J00 5,000 employees. ASAB bag make a positive contribution tx 
employees, taking ISS’s world- about a third of the Swedish earning s after goodwill and 
wide employment to about market for contract riwaning , financial costs and earnings 
335,000. with turnover of DKrL4bn and per share would not be dilated 

The units involved in the 9,000 employees. added ISS. 


In the US, Swan Services 
operates mainly in the 
southern and western states. 
Turnover is about DKrSlOm 
and there are 3^00 employees. 

ISS said the acquisition 
would be financed partly 
by an equity issue and partly 
by taking up new long-term 

VMM. 

The new companies would 
make a positive contri b utio n to 
earnings after goodwill and 
financial costs and earning s 
per share would not be diluted, 
added ISS. 


Fokker in drive to cut 
costs by Fi 200m a year 

By Ronald van da Krol in Amsterdam 


FOKKER, the Dutch aerospace 
group. Is to cut costs by 
FI 200m ($120m) a year to 
ensure its long-term profitabil- 
ity in the face of the continued 
weakness of the dollar. 

It hopes to achieve two- 
thirds of the cuts by persuad- 
ing suppliers such as 
Rolls-Royce, Short Brothers 
and Messers chmidt-BOlkow- 
Hlohm to reduce thrfr prices. 
Other measures include a hir- 
ing freeze and a reduction in 


fiie number of temporary work- 
ers in peak periods. 

The job losses are expected 
to focus on non-production 
areas. Fokker aims to reduce 
its employed capital by FI 300m 
a year by shortening the time 
it takes to build its aircraft, 
enabling it to cut inventories 
of components. 

The group may also bring 
forward its decision on devel- 
oping a new plane, the 
Fokker 130. 


Banca Naxkmala del 
Lavoro International . . 

• ■ ¥10,000,000,000 *. 

7 per cent. Guaranteed Notes 
doe 1992 

NOTICE IS HEREBY GIVEN 
that in accordance with sub- 
paragraph 7(G) of theTam and 
Condition of the Notes the 
Redemption Amount payable 
upoa the earty redemption of the 
Notes on 4th March, 1991. pur- 
suanr up sub-paragraphs 7(B) or 
(C) of the Toms and Coodltians, 
has been fixed at ¥100,150,000 
per ¥100,000,000 Note. 


N0RDEX™ 

If you tirade Nordic, think Nordex 


man 

is 




Alexandre Lamfalussy talks to Financial Regulation Report 

The November issue of FT- Financial Regulation /?epom«produces in full the letter — not 
in general circulation — from Fed Chairman Alan Greenspan to SEC Chairman Richard 
Breeden on the contentious issue of t Mark-to-Markef accounting for basks. In an 
exclusive interview with FT-FRR, the General Manager of the BIS, Alexandre Lamfalussy, 
also gives his view of marking to market, as well as amplifying his analysis of the reasons 
for the contraction in international credit and the posable consequences for the markets. 

FT- Financial Regulation Report is the most comprehensive giride to legislation and 
' regulation affe<*ing the financial services industry woridwide.lt is available only on 
subscription from Financial Times Business Information. « 

To obtain a free sample copy, please contact Clare Borrett, Marketing Department, 
Financial Times Business Information, Tower House, Southampton Street 

London WC2E7HA. 

Tel: + 44 71 240 9391. Fax: +44 71 2407946. 


To ttw Hotdeni of 

Restructured OMgattone Backed 
by Senior Assets, B.R 

Pursuant to the Indenture dated 
May 1, 1990, ee amended and re- 
stated as of June 15, 1990, between 
the Issuer and Stale Street Bank 
and Trust Company, as Trustee, 
notice is hereby given that for the 
Interest Accrual Period December 
ia 1990 to March 10. 199T, the rates 
applicable to the Secured Senior 
Floating Rate Notes and Secured 
Senior Subordinated Floating Rate 
Notes are 8.3825% and 88125%, 
respectively 


KOMI UtEY TRUST 


HniMH«M.U1TILMk 
aft wntwa p«- 7Jta 


NOTICe TO SHAREHOLDERS 
On March S3. 1BB0, hi M WBrt li i a y 
owallng at a hm hnfcMw w ah n ad to 
oonvort Company mo m ’Soedtt* 
iHnvaatlMonBaot ft capital vartaUtT. 
Prom Hoao m bor 30, 1BO0 on, b —r o r 
fllmeboidara era raquuM to Mwf 
(Mr old stiaro oontfiottstol to Banquo 
OtnMlo do U— nboop 8JL. atton- 
doo OPC MONTEREY TRUST in ordar 
to hM (ham oatctiangod o g oi ato M 
non eaRtoootafa). 

TSe Board of DMators horoby onoour- 
•gao hoMoia ol Marar shares to 
axEhanga thaa against ragtstarad 
•lane. 

Attar Daoa m bar 31. 1M, only im enr- 
SSctw an b* ol BOM OoOrory tor 
•MOonaot on Sie LuwmDourg Stock 
Emftanea. 

Lwmbturg, Daoambar Stl, 1900 

Thn Board of Oh a ct or s 





Nordex - the electronic international marketplace 
for anonymous fully automated trading of equities, 
C began operations on 7th November ’90 


v:X'N. 

■I s . 


Asea 

Astra 

Atias Copco 

Electrolux 

Ericsson 

Kinnevik 

Store 

Volvo 


stocks include 

Bergesen 

Eikem 

Hafslund Nycomed 
Kwaemer Industrier 
Norsk Hydro 
Orkla Borregaard 
Saga Petroleum 



Nordex - can you afford to say No? 

A ~RAN5VK MARKET SYSTEM 
Rx lather information please contact* 

Owe Archer, TransvA Services limited. Crown House. 72 Ham mer sm ith Road 
London WM 8VP. Telephone: (0711 603 4544. Fax: 4071) 603 6742 
MM bMatBNBdMrtW aeSaaintesiad kMdaaa BaadatolMed tMta 
Ihoaa — aan aaH—tirSaa MiLwtad. 


US. $500,000,000 
CmCORPQ 

Suborta na ted Bank Adjustable Note Capital Securities 
BANCS 

Notice k hereby given that the Rale of Interest has been fixed <4 
7.875% end fhatfe interest paycfcle on the relevant interest Payment 
PatqMCTrii[T % 17 in respect of US$50,000 

December 7-2. 1990. London ~ _ _ 

CfT7g/WCO, 


THE STARS PROGRAMME 
STARS 1 PLC 

£475,000^00 Class A Floating Rata 
Mortgage Bached Securities 2029 

Notice is hereby raven that the Rate of Interest has been fixed at 
13.77188% and that the interest payable on the relevant Interest Pay- 
ment Date March 27, 1991 against Coupon No. 1 in respect of 

£10XX30nominq|QftheNcit«wSbe£4^72. 

December 12, 199CL London 

By. Citibank, HA. (CSSt Deptt Agent Bank CmBAN<t> 






THE BANK OF NEW YORK 


is pleased to announce 
the establishment of a 


SPONSORED AMERICAN DEPOSITARY 
RECEIPT (ADR) FACILITY 



Notic e wHaMtre of 
MUSUKOSHI, LTD. 

Bearer Vtanaata to retecrlbo 

te-staR9«r«onB»a stock ef 
MttWriewtt.LU.tewdio 
coojuactkn nfeh the 

V S S m MV M 4 per cat. 

Boo* 1993 

Paanm » CUuw 3 CsiB) of Ac 
temnenidaed lMiiono. 1999 uada 
wtuefc Ac atnve-acnliMed Wmm 
(the -Wmaais~) wen mued 
Comfiaoa 7 of the Tans aad 
Conditions of die Wfenafe, notice fa 
btreby £ivcn as follows:- 

In acoofdnee wifli Ae icntaiam. 
Ac Bawl of Dimonof 




I'.'IJ"'.' *'l 



mm 


Al 

IB 

Group 


(NYSE:AIB) 

THE 

BANKOF 
NEW - 
YORK 

Bar further information regardingThe Bank of NewYbrfc’s ADR Services, 
please contact Kenneth A. Lopian in New\brk (212) 815-2084, or Michael 
McAulrffe in London (071) 322-6336. 


Finance for Danish 
Industry International 
S.A. 

Yen 5,000,000,000 
Guaranteed notes due 
1994 


Notice is hereby g/om that for 
the Interest period 
12 December, 1990 to 
12 June, 1991 the Notes mSI 
carry an Interest Rale of 7% 
per annum. Interest payable 
on 12 June, 1991 wiU amount 
to Yen 3.490,411 per 
Yen 100.000.000 note. 


Agent: Morgan Guaranty 
Trust Company 


JPMorgan 


U.& $30,000,000 
Banco Latinoamericano 
De Exportackmes, SJL 

Floating Rats Notes due 1991 
wftii Warrants to purchase 
3,000400 Shares of 
Cumulative Participating 
Preferred Stock 
rn accordance with the provisions of 
fee Notes, notice to hereby given, 
that for the six month s fntarast 
Period from Dece m ber 12, 1890 
(0 June 12. 1881, the Notes 
mrifl carry an interest rats of 8fe% 
per annum. The amount payable an 
June 12, 1891 against Coupon No. 
10 id bo U.a $42024 for 
Bearer Notes of U.S. £10,000 prin- 
cipal amount and U.S. $4,202.43 
tor Bearer Notes of U.S. £100.000 
principal amount U.S. $420.24 wfli 
be payable on each U.S. $10,000 
principal amount of Registered 
Notes. 

E^TlwcnmMwiha^BaakKJL 
December 12, 1990 


U.S. $150,000,000 

First Interstate Overseas N.V. 

Guaranteed Floating Rate 
SUndnatad Notes Due 1995 

Qu— a—donaiMboienwelta— 1» 
as lo mmm d principal aid Irnmnstb/ 

Bum Interstate Bancorp 


CHARTER CONSOLIDATED PLC 

NOTICE TO HOLOBiS OF SHARE WARRANTS TO BEARS! 

At a moefina A to Beam of Dtoctn* oe 11 Decanter 18B0 aa fatten dMdentf 
m* dactand d 7Xp par ihn payttM oa or Aw 21 Jmuey iflei to pMona 
jse—hg coupuc noLagifatwlwIfaimeliwc ■eisaebwe.Owpw.Att 
Ml be Ml lor few daw days lor anamfaaiwi my be lodged aqr mUqr 
(SMte m e wt baUMM lOsm and frn a Aa Sac wM as Oapnaatt at 
Baidays naahtiew, 168 rarafrh Snot. London £CSP SW. or at Gra ta 
LyonMh. 18 bwdmam daa Mm. 79002 nub. arm LEwapeenaada Bmp*. 21 s 
wt atoa 75«ai Pell. U ring to wns any bao f i Md eaa pp l Maan 


Inma n Be a 74876% par annuo* 

taMhU 12*i Oaearabor 19S0 

T2A March tsei 

hMAmrtpa 
US, IKU300 NOta dua 
12mManh1901 U& SI 32.19 



the Repubtic of South Africa 

DeeBoaalGotd Mining Company United 16 10 

(Registration Na 74/00160/06) 

WefcHiteln ConsoSdated Umrted 35 60 

(Registration Na 68/04880/06) 

Woof Gold Mining Company Limited 42 40 

(Registration Na 64/04462/06) 

Warrants payable on 6 February 1991 win be posted on or about 
5 February 1991 

Standard co n ditions relating to the payment of dividends are 

obtainable at the share transfer offices and the London Office of the 

companies. 

Requests far payment of the cfivfdends in South African currency by 
members on the United Kingdom registers must be received by the 
companiesconcemed on or before 28 December 1990 in axordance 
with the above-mentioned condfona 

The registers of members of the abme companies wll be dosed hem 

29 December 1990 to 4 January 1991, indusiva 

The fallowing companies have net declared interim dividends: 

Doomtontein Gold Mrfing Company Limited 

(Registration Na 05/24709/06 

Lflranon Gold Wring Company L&nited 

(Registration Na 05/08381/06) 

Vfen t erspost Gold Mining Gompany Limited 
(FtogsstritftonNa 05/05632/06) 

By order of the boards 
per pro GOLD RELDS CORPORATE SERVICES UMTTED 

London Secretaries 
S. JL Dunning, Secretary 

London Office: Untied Kingdom Registrar; 

Greencoat House Barclays Registrars Limited 

Francis Street Bourne House 

London, SW1P1DH 34 Beckenha m Road 

11 December 1990 Beckenham. Kent BR34TU 

Members of the Gold Fields Group 


THE TOA-RE INSU RANC E COMPANY (UK) 
LIMITED 

INCREASE IN SHARE CAPITAL 

The Tba-Rc Ins u rance Company flTiG Limited an n ounces that It 
proposes increasing its Authorised Capital from £25,000,000 to 
£30.000000 and on 19th December 1990 to increase its Paid-up 
Capital fay £10500.000 u> £37,500,000 At 30(h June 1991. die 
paid-up Capital will fae further increased to £50000000. 
The position then becomes: 


Authorised issued and fully paid-up 
Ordinary Shan: Capita! 

Authorised issued and fafly paid-up 
Mon-Cumulative Participating 
Preference Share Capital 

Total Paid-up Shane Capital 


£46.000.000 


£ 4.000.000 


£50,000006 


The C ompany be&eves this will further Illustrate their continued 
total ccnunianeai to the future of die London Market and to the 
development and broadening of their accocnL 


Office: 40 Lime Street, London EC3M 5BS 
Telephone: 071-623 4481 


U.S. $100,000,000 


Allied Irish Banks pic 

Floating Rate Notes Due 1995 
Subordinated as to payment of principal 
and interest 


interest Rate 
interest Period 

Interest Amount per 
U.S. $10,000 Note due 
12th June 1991 


7.6875% per annum 

12th December 1990 
12th June 1991 


U.S.S 388£5 


Credit Suisse First Boston Limited 
Agent Bank 


U.S. $600,000,000 



Malaysia 

Floating Rate Notes Due 2009 


friterest Rate 7.6875% per annum 


Interest Rate 
interest Period 

Interest Amount per 
US. $10,000 Note due 
12th June 1991 


12th December 1990 
12th June 1991 


US.S388L65 


Credit Suisse first Boston Limited 
Agent Bank 


NOTICE TO HOLDERS OF 
EUROPEAN DEPOSITARY RECEIPTS ( " hOffS ") 

IN FUJITSU LOOTED 

NOTICE IS hereby giv&i that FUJITSU UMTTED paid a tfet d and of YA50 
gtomi par straw on 3rd December, 188a to StsratnMare of record data 30th 
September. 1980, This Addend has bean converted to US. Do fare and 
amounts to USS33A3 gross per EDR. 

^AcconS^.KMiraort Benson Unrited as Dopoaltery Hama h otters of 
EDfTs that they should cMm amir dividends by presenting Caiman NoJ23 on 

' emc * °* «*■ **®po*a«Y KLawroHT 
BB4S0N LASTED, 20 Fencburch Street, London. EC3P SOB; MORGAN 
GUARANTY TRUST COIWANY of NEW YORK, Avonua dtt Arts 35, 1040 
Brussels; orBANQUE INTERNATIONALE A LUXEMBOURG SLA, 2 BauWart 
Hoyal, Luxembourg. 

Coupons nwst be Ml tor 3 dear butanes* days for enndnation and may 
be pres ented on any weak day fSatoday and public facBdayasamepiati) during 

normal bustwsa hour*. 

Japanese wMhbolcflng tax at the rate of 20 par cent wlfl be deducted bom 
the gross value of as (Bvhtenda paM unless the EDR holder lodges, In a form 

acceptable fo tbe Depositary an affidavit of residence In a country haring a tax 
treaty or agreeme nt iritti Japan provlang lor a tower rate of rrithhokfing tax to 
which case such tower rate wfB bo appeid. 

The difference between the amount of whhhotdfng tax deducted and the 
s tandard rata of income tax payable to the United Ktoodetn w8J taeo bo 

tfoducted from aU dhridomte paid in tho United Kingdom imtasa holdars of 
EDR’* fumlfh too Depositary with too usual affidavits at no n re si dence In too 
United Kingdom. 

KLEWWOHT BENSON UMRH> 
London, Dopoaltery 
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INTERNATIONAL CAPITAL MARKETS 


US Treasuries firmer on i Fail of 35 % 
hopes of rate cut by Fed 


TiniiL 


By Patrick H n wr io n in New York and Daborafc Hawg ww— and ftnon London In London 

ONCE AGAIN, expectations of - - , . 

BENCHMARK OOVEHilMEWT BOIIPS 

Reserve and bad news about . ^ 

&e economy the tone for a Caopoa Pete Price "Change TWd ape -.apa 

firmer government bond mar- okolt9 uas own tio-ia- +002 n.ia 11 . 1 s itea 

ket y e sterday. bjioo osmo m-oa - +vusi 10 a» tom nee 

At the dose tbe bendmunk anoo itvw 902 s -fare mu ia» itw 

30-year Treasury bond was us treasury* &500 tuod - 103-31 + 12/32 ret eet aae 

mm r its bigh'&r the day at ' &J5 ° w-ie. +aaaa am am 

107%, np % on the session, japan Noire uoo m» ereme +o^ rm 7^ zaa 

yielding 8.063 -per No 12 B mw oan» w.7«s -t-oaei w r sn 7M 

in spite of some reports on Germany aooo imoo loiasoo +tL4au an aer ajn 

M o nd ay that the Fed vonld France otan olooo liras 057047 - 1-0037 mia 1&12 m5T 

continue its c aut krea a ppr oach . oat aaoo .tame 01.7900 +aa» ext . nw nxss 

to policy changes, the, bond camaoa* iosoo oaaw uttmoo.-Mnoo tniB aw fw 

madeet remains confident that met^laads azsa ivoo Mtfiioo +ai-«o sm 5!« raT 

the Fed will soon either lower — •=—■ — - . ■ - -t — — — - r-r — r-^r- 

the discount rate or dgnai awtoaua gg» 07/00 weaMe -<um nm 12.10 ttw 

anchor 2&baO& point Cdt In BEUQiUM lOCOO 0W00 - 1003000 -O-lfiD 3J0 9J3 BM 

the Fed tends rate. London GteMna Now York dCMfns : ~T 

The latest economic news VtaMa; Local martcM tnmtaid Pricn*: US. UK in 32 nda,otoarsln dadma] 

came from the National Assod- nain’-’^rfi — tt : — 

atin n of Purchasing Manage- 

meat and painted a picture of morning, the Fed tends rate a point, bonds with shorter- 
an ec ono my in recession. In its could shoot up as banks rush dated maturities showed less 

biannual economic forecast the to meet the requirements all at i m prove m ent as some inves- 

NAPM reported, that p m c ba s» once. toes switched from the long to 

ers were currently (derating at the short end of the market, 

only 822 per cent of their nor- a JAPANESE government These investors are taking the 


ok aura lasso onz 

turn os/oo 
9J0P UV08 

US TREASURY* A50o" 11A» 

8350 WTO 
JAPAN NollS <800 turn 

Na 128 8-400 Pa/OB 

GERMANY ftOOO 1BOO 

FRANCE STAN OLOOO 11/86* 
CAT MOO 03/00 

CANADA * 10500 03AH 

NET>SU-A>08 • O2S0 11/00 

AUSTRALIA 10000 07/D8 

act whiu 10000 08/00 - 

London dosing. Now York doling 
Yields: Local marital standard 


mergers and 
takeovers 

By David Waller 

THE value ofeirapleted 
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BONDS 


mal capacity, a figure signifi- 
cantly lower than the 85 per 
cent seen a year ago, and that 
wiamrfagiurfug orders, employ- 
ment and production had 

ifarlhwJ for fifth 

stve month. 

As expected, the Fed yester- 
day m frftrhfg dra ined reserves 
Item the banking system via 
overnight matched sales, com- 
pleted when Fed funds were at 
7 per cent. The move was 
intended to halt the slide in 
tfw tends rate, which at on* 
stage had been as low as 6tf par 
cent 

Although the Fed set a new 
target ter the rate last week of 
7 Vi per emit, it is not happy to 
see tends trading any lower, or 
at least not until it decides to 
ease policy furth er. 

However, the Fed’s i nte rve n - 
tion yester da y had Htfle impact 
on Fed ftmih. after initially 
hardening on the Fed's 
operations, the rate dropped 
track below 7 per emit to end at 
6% per cent 

The Fed tends rate has been 
weak b eca us e Treasury depos- 
its at the Fed have been lower 
than expected — which adds 
reser v es to the system — and 
because the market expects 
another Fed policy chang e 
soon. 

ff the-Fed *»inag no actum on - 
monetary policy before tbifc 


than the 85 per 
ear ago, and text 



morning, the Fed tends rate 
could shoot up as ban ks rush 
to meet the requirements all at 
once. 

■ JAPANESE government 
bonds continued to rise in 
Tokyo, with fire yield on the 
benchmark 119 issue trading 
the key 7 per cent lewd. 

The market shrugged off the 
negative tone of the Bank of 
Japan’s quarterly Tan Kan eco- 
nomic s u rve y to push govern- 
ment bond priflfta mghor Altec 
opening cm a yield of 1M per 
cent, the 119 reached 7.045 per 
cent before falling back 
slightly to dose at 7.07 per 
cent. 

Tn quiet lonAm t rading thn 

yield fell bad: to 748 per cent; 
ted analysts are expecting pro- 
fessional activity to push 
prices higher today. 

The Tan-Kan report is one of 
the key indicators of future 
piB unummt monetary policy 
and investors wore looking for 
wigns which wight afio ta ter a 

relaxation Of pwn Ny t j Htanro 

However, the Tan-Kan revealed 
severe labour shortages in key 
areas of the economy and other 
signs of economic overheating: 
The Thmir of Japan arid Sm* 
the results of fire survey leave 
htfie room for a cut in interest 
rates In thp iwwr future, 

■ THE UK market for 
gilt-edged securities saw a 
firmer day as ' sterling 
improved a pfawt flip. D-Mark. 
Longdated gilts were buoyed 
by the gov ern ment’s c u rr ent 
resistance to cutting base 

i n ternal: infra a prim* thp hurt. 

ground of aa incsesBiiigiy deep 
recession. 

While -the long end of the 

wnrlcot prinpH mma - Hwm jmlf 


a point, bonds with shorter- 
dated maturities showed less 
I m provement as some inves- 
tees switched from the long to 
the abort end of the market. 
These in v estors are taking the 
view that the short-dated 
bands are Mealy to see little 

moTCUMpt Jn pocBi' 

With the tightening of policy 
lasting much te n gw than is 
usually expected under recess- 
ionary conditions, investors 
are tuning more bullish on 
' longdated gilts. A benchmark 
issue which matures in 2003/07 
xose by % yesterday to 106% to 
offer a yield of 1A53 per cent. 

■ GERMA N pwwmnwnt hnwh 

rallied str ong l y in late after- 
noon trading on ra w niw ra i ht by 
Mr&uSottoPfBil, tbe Bunde* 
bank chairman, that interest 
rates will not be rated later 
this week. 

The benchm a rk 8% per cent 
10-year bond dosed on a yield 
of 8 l 70 per cent, having traded 
at 8.77 per cent ter most of the 
day’s trading. The latest 8% 
per cent 110-year bund closed 
on a yield of 8.77 per cent 

On the futures market, the 
March bund futures contract 
closed at 83^ up sharply team 
a low of 83JS8 during toe day. 

The is now wn tHng 

for the Bundesbank to umreU 
its monetary growto targets tor 
tipgt year. The hmfa has called 
a press conference tomorrow to 
reveal toe figures, but some in 
the market expected a rise in 
in tere st rates to accompany 

the n wy w npwn pnl NOW 

Mr Whi baa given a dear indt 

rartiim flint rates adUllOt riflP 

tor toe moment, the market 
will be watching the monetary 
growth targets toemsdves-as a 
sign of interest rate policy. 


j g. s ii: l . ~ ;.*.\ii szT i 7 .: :i s 


U»*ra ora bm tain tena—lhaarafcrMilBli araa jarai ta qirai a a ra wan 11 — i t 


C lrtan g prtc— aa D aa— bar 11 






[--"1*1 -T.",', /'I 




r T^nr^iAVrfvrrr 


■I'wT-v-^rrT-' 

’’ V . 






hm to an IDD/Bxtel anslytis- 

By contrast, toe markets 
toe rest ct E urope gr ew jigo^ 
oady in the quarto, wtthSW 
deals worth £llJflm (&&■***&- 
Over toe nine-month pence, 
there were 1,651 deals worth 

In rite UK, there wen iJM 
transactions worth £28>7bn. 
Deals w o rt h £20m or lew 
accounted for 87 par can of 
toe toteL 

In toe UK, Lazards displaced 
J. Henry Schroder WMg as 
lead adviser in trams of deal 
value. Schzodosx held fire prad- 
t tew torou^aout- toe first half 
of the year. Lazards advised on 
88 deals worth XSJStm, with 

Schroders dose behind wito. 48 

deals worth £5JJ3hn. 

In continental Europe, Grid* 
wan Sachs was the l e adin g 
adviser, wito nine transacthmi 
worth £4Jbn# followed by 
Credit Suisse First Boston, 
Bothschilds, Morgan Stanley 
mdSdmdns. 

In the US, there woe L&80 
completed deals worth 
8144 . 710 , while the wnwira of 
announce d deels hO by needy 
80 pet cent. The number of 
Tuk band” issues feu by 90 
per cent The tap adviser in 
the US is T.*imi»n Brothers 
||8&5fan tram 71 deals), with 
Lazard Frizes second. 

IDD/Extel Financial M&A 
Analysis. AsxtHable front Dadd 
Smith, WD Information Ser- 
vices. Fitzroy House, 12-17 
E p u xrt h St, London BCSA4DX* 
TeL- 071-251 3333. 


Pacific SE 


il ijRTi«ri 


cat costs 

ByLouteo Kuhoe 

in San Francisco 

1 HK Pacific hriimp 
faced with a declining vatmne 
cf business, is taking steps te 
Twhiwi operating costs in 1991, 
including zedneing ««. 
ber ef Jobs by as many as 40. 

■ : The FSB, which operates 
kritaf Boat* in Los ilngitos 
and. Sen Francisco, said fbat 
the cost savings would be 
achieved through cuts in oper- 
attag expenses, improved effi- 
ciencies through toe introduc- 
tion of computer technology 
and a re da cti on of 7-9 per cent 
in fire F SE’s 4 86-stnmg staff, 
t hrm u di aUrlfiuu and ledun- 

The FSE has reported an 
moating toss of Urn for the 
first nine months of 1998. 

-The securities te d wi r y h— 
been hard-pressed by lower 
trading volumes since 1987," 
saM Mr Ite Kerin s, rag chain- 

nuui and ranrf MiWIllivft 

The exchange’s options vol- 
ume so far tirfs year is 24 per 
cent bdow tire 1989 kvd.ni 
equities volume has felted 8 
per cant, and the value of 
stocks traded is down 15 per 

"In many ways, we’re fared 
better than other exchanges 
and most Wall Street firms 
under these conditions," Mr 
Korins said. “But as we look 
ahead, the realities of the 
1990s dictate lean, efficient 
qperatians to remain competi- 
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FINANCIAL TIMES WEDNESDAY DECEMBER 


12 1990 


Republic of Austria Pass-Through Securities Limited 

11% Notes Due 2000 

secured upon, and issued contemporaneously with 100,000 Warrants to acquire, 

U.S. $100,000,000 

Republic of Austria 

11% Notes Due 2000 

1991^ t ^ at P ursuant 130 Condition 6 (b) of the Notes, U.S. $42,000, 000 principal amount of die Notes has been drawn for redemption on the 16th January, 1991, at their principal amount, together with accrued 
The serial numbers of die Notes drawn for redemption are as.follows: 


1 458 

8 483 

11 464 

12 48B 

17 468 

-18 473 

20 478 

21 477 

22 48T 

23 482 

28 483 

28 488 

27 488 

a 480 
31 484 

33 485 

34 487 

‘ 38 488 

42 489 

43 502 

44 308 

46 510 

.40 512 

60 613 

54 517 

S3 518 
69 520 

82 S22 

.66 S24 

09 525 

72 528 

75 528 

77- S29 

78 530 

79 531 

83 532 

84 633 

00 538 

04 938 

07 888 

98 540 

101 .841 

102 543 

108 648 

100 SS3 

110 5S4 

111 537 

118 561 

118 683 

121 587 

122 sea 

124 589 

127 571 

- 128 673 

129 574 

130 579 

134 980 

138 882 
142 884 

148 688 

148 5B7 

150 890 

153 695 

188 506 

.187 597 

182 8D1 

168 803 

184 805 

185 809 

171 812 

172 814 

174 816 

175 616 

178 818 

177 620 

178 824 

179 829 

-181 830 

182 631 

185 634 

1B7 636 

188 838 

191 640 

193 842 

186 648 

198 844 

2 03 846 . 

204 848 

205 860 

206 881 


612 

1428 

616 

1432 

618 

1433 

022 

1435 

BZS 

1438 

637 

1438 

938 

1439 

940 

1445 

941 

1448 

947 

1446 

. 950 

1460 

851 

1451 

asa 

1463 

656 

1466 

660 

1464 

86* 

1488 

968 

1*88 

988 

1460 

970 

1472 

973 

1478 

977 

1474 

961 

1478 


1481 

664 



lUfff 


1488 


1484 


1497 


1498 

Mg J 

1600 




1507 


1510 

Mfl 

ISIS 

1002 

1518 

1003 

1620 

1009 

1621 

1010 


1013 

1RM 

1018 

1627 

1023 

ISM 

1028 


1027 

1586 

1028 

1536 


1837 

1031 

1639 

1038 

1640 

1042 

1544 

1048 

1651 

10*8 

1653 

10*8 

1564 

1053 

1668 

1064 

1667 

1058 

1669 

1057 

1681 

1060 

1668 

1062 

1507 

1064 

1588 

1072 

1569 

1073 

1670 

1075 

1671 

1078 

7577 

1078 

1579 

1070 

1580 

1061 

IfffK? 

1088 

1508 

1087 

1590 

1090 

1984 

1082 


1068 

1600 

1096 

1002 

1097 

1803 

1096 

1806 

1101 

1811 

1106 

1613 

3106 

1816 

1112 

1017 

1118 

1019 

ma. 

1622 

1118 

1629 

IIS 

1027 

1128 

1028 

1129 

1833 

1131 

1834 

1132 

1635 

1144 

1038 

1148 

1039 

1192 

1040 


2819 


2371 

Z372 

2874 


8801 


^ ill 
£? 

2842 3322 


2881 3346 


3810 4289 

3812 4270 

3814 4272 

3015 4278 

8818 4263 

3819 42BS 


382S 4291 


8848 4311 

8848 4312 

3860 4313 

3855 4818 

3861 4317 


6207 


8183 

8184 
0188 
8189 
6190 
8196 
8198 
6200 
6201 
6206 
8207 
6206 

6209 

6210 
6220 
6221 


6229 


7517 

7619 


6670 

S671 


6686 


4821 


5731 


2427 29 


1998 2461 


2901 3401 

2904. 3403 
2907 3406 

2909 3415 

2910 3419 

2912 8421 

13 3423 

>14 3424 

2918 3425 

2921 3426 

2924 3430 

2929 3435 

2931 3441 


3453 


3896 4371 

3897 4372 


3901 4376 


3810 4388 

Si & 

ill 


7802 

7605 

7811 

7812 

7817 

7818 


6264 


3947 


SB 


Si 

4417 

4416 


2401 


2047 

2057 


2076 

2077 

2078 

2079 
2063 
2085 


2090 2544 

2001 2543 

1153 1946 2002 2550 

1156 1848 2090 2556 

1188 1647 2088 2869 

215 865. 1180 1651 2103 2583 

217 65B 1160 1884 2104 2567 

218 660 1191 1888 2107 2571 

219 881 - 1162 1057 2109 2574 

220 663 1164 1658 2111 2578 

22Z 887 1165 1069 2113 2577 

223 888- 11*7 1660 2115 2678 

224 -869 1174 1682 . 2118 . 2680 

226 878 1175 1865 2110 2661 

S ; 871 : .1178. TS07 2124 2582 
. 67B. .117/ 1089 2127 2503 
230 ‘882- 1179 • -1870 L -.-212B_ 2884 
233 IB8B ja«0.. W71ii*I29 tc: 26W 
288 888 1151 ' 1672 2180 2588 

1184 1875 21! 


2970 3471 

2971 3475 

2975 3476 

2978 8477 

2979 3478 

2891 8482 

2988 3483 

2984 3480 

2998 3491 


3010 3503 

3011 3504 

3014 8806 

3015 3807 

8917 3508 


3024 3514 

aocfi 3518 

3027 8619 

3028 3 EB 1 


4887 


4910 

4915 

4816 

4917 


4931 


5310 5777 

5311 5779 
8313 8780 
8814 5783 
8818 S787 
3317 5788 
5318 5790 


5810 


8450 


7994 8489 


8007 8477 
6010 6479 
8013 8480 


8048 8481 
6060 8493 
8054 8496 


8060 

aost 


8072 

8074 


6100 8532 

8104 8634 

8105 8535 

8106 8538 

8107 8841 

8110 8542 

8111 8543 

8112 8846 

8118 8646 

8114 8548 

8118 8551 

8119 8852 

8122 8555 

0123 8557 

8127 8561 

8128 8585 

8129 8568 


8957 

9*28 

8878 

flQBS 

wzza 

907S 

8964 



sacs 

Eg 1 

9891 

8967 

mT n 

8684 

AfMD 

9441 


8970 

9442 


897* 

9*47 

0900 

8978 

944B 


8978 

9450 

9903 

8979 

9467 

9904 

TBiwi 

8481 

9810 

8981 

9464 

9911 

H 

8487 

9*68 

9913 

8916 

8988 


EQj 

6803 

9470 

0091 

8997 

9471 

■ 

9006 

9478 

■ 

9008 

9474 

9931 

9010 

8*78 

9935 

9013 

9480 

■v-M 

8014 

8*61 

9888 

9017 

8482 

9941 

9020 

9483 

9942 

9021 

9464 

99*5 

9025 

9468 

96*7 

9027 

9487 

9962 

9031 

9469 

9854 

9035 

9461 

9955 

9036 

9492 

9958 

9040 

8494 

9957 

9044 

8488 

9950 

90*9 

849a 

9963 

9090 

9508 

9964 

9054 

9507 

sees 

9055 

9313 

9968 

0050 

9514 

9970 

9058 

9518 

9974 

9060 

9516 

9978 

9061 

8617 

9977 

9063 

6620 

■ il 

9072 

9524 

9963 

9073 

6526 

9984 

9075 

9526 

9985 

9078 

9626 

9692 

9060 

9530 

9994 

9083 

9531 

9998 


10379 

10381 


8785 7204 
6786 7205 
8787 7207 


10001 

10004 

10008 


10843 

10846 

10847 
10651 
10862 
10858 

10094 10856 

10660 
10396 10862 

10897 10863 

10401 10884 

10667 
10406 10SS8 

10408 10870 

10410 10877 

10411 10880 

10412 10882 

10414 10683 

10415 10890 

10416 10894 

10417 10895 

10419 10806 

10422 10901 

10424 10903 

10425 10905 

10428 10906 

10432 10907 

10433 10910 

10437 10912 

10438 10919 

10443 10922 

10*40 10930 

10448 10931 

10451 10932 

10459 10933 

10456 10939 

10458 10940 

10463 10944 

10465 10946 

10468 10947 

10470 10948 

10471 10953 

10474 10966 

10475 10966 

10476 10065 

10480 10966 

10481 10967 

10488 10972 

10488 10973 

10489 10974 

10491 10976 


9841 


3S SS 


3997 


3052 


3061 


•3531 4007 


35SC 


38 


240 695 

-241 698 

245 699 

246 701 

248 TOT 
852 706 

253 707 

254 708 

266 700 

260 710 

261 - 711 

282 713 

283 719 

288 782 

267 727 

m 3- 

274. 734 

276 738. 

277 745 

278 748 

279 749 

281 780 

283 763 

284 756 

288 758. 

287 739 

288 760 

£80 783 

.291 . 784 

294 767 

298 
-297 

204 ... 

307 773 

3*2 .ZS 

• 316 776 
317 781 

322 783 

328 784 

232 788 

333 788 

334 790 

336 78S 

339 798 

340 799 

841 800 

345 802 

347 805 

350 813 

3S2 821 

356 822 

362 829 

364 837 


368 642 

370 843 

373 844 

379 847 

381 848 

383 849 

388 852 

388 864 

380 855 

391 858 

396 981 

998 882 

402 883 

404 864 

406 885 

409 888 

411 889 

416 872 

423 874 

430 875 

432 878 

433 879 

435 881 

436 884 

438 BBS 

439 886 

441 891 

445 894 

446 900 

447 Ml 

3 £1 

3 JS. 

457 009 


1189 

1190 1881 

1191 1882 

1192 1984 

1184 1085 

1281 1887 

1203 1688 

1204 .1889 

1205 1895 

1209 1899 

1211 

1212 1 ... 
1215 . 1702 
1217 1703 

1220 
1221 1 

1230 

1231 
1235 
1238 
1237 

» 

n 

1244 

a 

1248 


6 


2134 
2140 
2148 
2148 
2148 
2148 
2160 
2166 
2160 
1698 - .2181 

m 

2167 
2189 
2178 
2174 
2177 
1708 2180 

1712 2182 

1713 2183 

1714 2188 

1718 2194 

1719 2199 

1721 2204 

1728 2205 

1731 2206 

1733 2207 

1735 2210 

1738 2213 

1780 2216 

1742 2219 

1744 2220 

17»S 2221 

1748 2224 

. 1748 222S 

1749 2228 

1TS1 2227 
1753 2228 

1784 “2229 

1758 . 2230 

1759 2282 

1780 2233 

178t 2234 

1763. 2235 
1787 2238 

1768 2239 

1770 2242 

1771 22*3 

1773 2244 

1780 2345 

1781 2243 

1785 2250 

1786 22S2 

1791 2253 

1796 2266 

1789 3257 

1800 2261 
1802 2282 
1806 2264 

1808 2285 

1812 2288 
1813 2289 

1817 2272 

1818 2273 

1820 2374 

1821 2277 

1822 2278 

1824 2279 

1827 22BB 
1829' 2291 

1B30 2292 

1831 2233 

1832 2297 

1838 2303 

1838 2304 

1838 2308 

1840 2310 

1842 2311 

1848 2312 

1847 2313 

1851 2310 

1855 2320 

1857 2322 

18Sa 2323 

1884 2326 

1865 232 7 

1886 2329 

1867 2330 

I860 233 3 

1870 2334 

1878 2336 

1874 2337 

.1875 2338 

1878 2338 




4602 

4508 

4505 

4609 

4610 
4511 
4919 
4614. 

4518 

4519 
:46H0‘ 

4521 

4523 


4945 ‘ 8887 5870 
4849 6369 5872 
4961 5970 5873 
4853 5375 5874 
49S8 5376 0875 
4960 6381 9876 
4963 5383 5879 


4977 5391 

4879 5392 

4980 5394 

4982 5400 

4984 5401 

4886 5404 

4987 8406 

.4868 8410 

.4989 5411 

4990 5412. 

4991 s '8416 

4998 5417 

'4994 5418 

4895 5420 

4998 8421 


«4I 


63S7 6841 


7234 


7281 


8384 


6401 


4081 4527 5000 6425 


5009 5435 

GDIS MSB 
5017 6438 

5019 5442 


5844 


3100 

3101 
3104 
3106 
*107 
9110 

3114 

3115 
3118 
3121 


3597 




4589 

4601 


4610 

4812 

4814 

4*18 

4618 

4820 


4640 

4841 


5031 


5041 

5044 


8064 

5087 


8204 


2811 

2812 

2813 ' 

2*17 


3248 


3284 

8272 

3873. 

3274 

3278 

3279 

3280 
3282 


3703 

3704 

3706 

3707 

3708 

3710 

3711 
3714 
3718 
3720 
3724 
3727 

3729 

3730 
3733 

.3734 

3788 

3787 
3738 
8748 
8763 
3764 

3756 

3757 
3759 
*761 
3784 
3771 
3778 
3TT4 
3778 

3778 ■ 

3779 

3788 
*787 

3780 
'3791 
3795 

3707 

3001 

3804 

3807 

3808 

3809 


6102 

5103 

5104 
6105 
5108 

6109 

6110 
6112 

8113 

8114 

5116 

5117 
6118 
5122 
3123 
5124 
8130 
3131 

5132 

5133 

5134 
5137 
5139 
3140 
5142 
5148 

. 5148 
3149 
6151 
5153 
6194 
6168 
S1S7 
8188 
3164 
8171 

6172 

6173 

6174 
6178 


5457 


5487 


8475 5967 
8477 5970 
6478 5973 
5488 5078 
54*7 5979 
5480 5981 


5528 6003 
5528 6000 
5530 8007 
6331 8010 
5533 8012 
6534 6014 
5638 8018 
66*9 6022 
5544 6024 
5548 6030 
5552 6037 
6653 6042 
5554 6044 

5566 6047 

5567 6048 
6580 6049 
S6B1 60C0 
5552 6051 


657* 8060 

5577 6062 


6078 


5601 


7281 


7294 


■SI 

7310 
7912 
7313 
“731C 1 
7*15 

7317 

7318 


8915 7331 

8916 7333 

6918 7335 


7888 

8184 

8572 

9095 

8540 

10010 

10464 

10879 

7887 

8138 

8673 

9006 

9541 

10011 

10495 

10981 

7868 

8139 

8675 

9097 

9543 

70013 

10498 

10862 

7889 

0141 

0678 

9098 

9540 

10017 

10600 

10687 

7872 

0146 

8577 

9106 

8547 

10018 

10S01 

10889 

7873 

0146 

8578 

9109 

9549 

10020 

10503 

10990 

7875 

8148 

8S80 

9112 


10021 

10506 

10993 

7679 

0149 

8583 

9115 

$5555 

10027 

10506 

11000 

7682 

0161 

0588 

9110 

8554 

10029 

10507 

11008 

7683 

8153 

8691 

9117 

9^06 

10031 

10508 

11006 

7664 

8160 

6002 

9110 

8506 

10032 

10513 

11009 

7885 

8161 

8597 

9119 

905 7 

10037 

10520 

11011 

7688 

0163 

8603 

9122 

9560 

10038 

1052S 

11016 

7668 

0166 

8604 

9123 

9581 

10040 

10529 

11021 

7683 

0108 

8606 

9123 

850?? 

10041 

10527 

11022 

7894 

0107 

8807 

9120 


10042 

10528 

11023 

7Bttt 

8168 

8813 

9128 

8568 

10043 

10629 

11027 

7689 

0173 

6019 

9129 

9570 

10052 

10630 

11029 

7701 

8175 

8819 

9132 

9671 

10054 

10531 

11030 

7708 

0178 

8628 

9133 

SS74 

10059 

10682 

11031 

/rou 

8179 

8629 

9134 

9579 

10058 

10635 

11033 

7700 

0181 

8634 

9135 

9581 

10057 

10537 

11034 

7700 

0182 

8836 

9141 

9584 

10061 

10539 

11036 

7700 

3*133 

86*0 

9143 

9586 

10066 

10540 

11038 

77lt 

3104 

8642 

914* 

9591 

10066 

10541 

11039 

7713 

6100 

8850 

9151 


10067 

10545 

11041 

7714 

616/ 

8696 

9153 

9593 

10068 

10548 

11045 

7718 

6106 

8856 

9154 

9601 

10070 

10549 

11046 

7720 

6130 

a._a 

9106 

9608 

icon 

10661 

11047 

7722 

8134 

■ ’3 

9158 

9609 

10078 

10652 

11040 

7/9$ 

0196 

8865 

9162 

9611 

10077 

10066 

11053 


8107 

8868 

9X63 

9012 

10079 

10557 

11064 

i nso 

6133 

8673 

9184 

9613 

10083 

10568 

11066 

7731 


8874 

9166 

9018 

10067 

10660 

HOST 

773?? 

8202 

8076 

9166 

9617 

10091 

10563 

11059 

7730 

8208 

8677 

9170 

9618 

10093 

105 65 

11063 

7/88 

K?04 

8681 

9171 

9620 

10094 

10567 

11065 

7742 

8200 

8887 

9172 

9622 

10096 

10568 

11068 

7744 

8200 

8880 

9173 

9628 

10098 

10577 

11068 

7745 

0207 

8090 

9174 

9627 

10067 

1057S 

11071 

7748 

02 no 

8895 

9178 

9628 

10009 

10577 

11072 

7747 

8210 

6890 

9179 

9629 

10100 

10580 

11073 

7750 

0213 

8700 

9181 

9631 

10101 

10588 

11080 

7751 

8218 

$7Q? 

9182 

9633 

10103 

10588 

11083 

7752 

8220 

87DS 

9183 

8634 

10106 

10588 

11084 

7784 

8222 

8714 

9185 

9035 

10108 

10580 

11087 

7758 

g7 1 


9186 

9637 

10110 

10891 

11089 

7700 

1:1 

8718 

9187 

9640 

10111 

10592 

11090 

7767 

rl 

*7» 

9189 

9643 

10113 

10593 

11093 

7788 

8242 

8720 

9192 

9647 

10115 

10684 

11102 

7709 

8243 

8722 

9193 

9648 

10119 

10888 

11103 

7770 - 

8345- 

-0725- 

9106 

9686 

:«H21 

10002 

11104 

rm 

8240 

8728 

9199 

9650 

10128 

10608 

11106 

7778 


8730 

9207 

9680 

10126 

10804 

11108 

7178 

8254 

0731 

B2Q? 

9682 

10132 

10005 

11110 

7782 

0256 

8730 

(Q03 

9863 

10134 

10607 

11118 

7784 

8206 

8741 

8206 

9867 

10187 

10009 

11114 

7786 

8208 

87*4 

9208 

8668 

10130 

10610 

11118 

7788 

8£fio 

0740 

9211 

9678 

10140 

10611 


7790 

8201 

8747 

9213 

9682 

10142 

10612 

11117 

7791 

■ ■ 

8740 

9214 

9604 

10146 

10615 

11122 

7792 

I? 1 

0781 

9217 

9688 

10146 

10616 

11123 

7793 

r~~l 

8753 

9216 

9690 

10182 

10818 

11184 

7798 

8237 

8784 

8221 

9891 

101S8 

10820 

11126 

7799 

8288 

87SS 

8222 

9694 

10158 

10823 

11128 

7801 

8272 

0750 

fl?g$ 

9685 

10161 

10624 

11131 

7B02 

8273 

8707 

8225 

9697 

10186 

10628 

11132 

7806 

0274 

8709 

9226 

9699 

10187 

10629 

11134 


8437 


7*11 8277 8773 

7814 8279 8774 

7816 8263 8775 

7817 8296 *778 

7819 8290 8779 


7897 


8294 0787 8246 

8297 87B2 9248 


8304 0797 925* 


8311 8801 92S8 

8312 8802 0260 

8*14 8805 9283 

8*16 8813 9257 

8317 8814 9371 

8818 8816 9274 

8323 8819 9280 


7857 


8342 


8301 


7001 

700* 


7010 

7014 

7017 

7018 

7019 

7020 

7021 


10171 

10174 

10178 

10180 

10185 

10186 
10189 
10192 
Ml 08 
10188 

10198 
10197 

10199 

10207 

10208 
10209 
10211 
10212 
10218 
10216 
10218 
10218 
10225 


103*0 

10341 

10244 

102*6 

102*7 

102S0 


10840 


7927 


79*1 


8*01 8807 9373 


8407 


0829 


9835 


10280 

10292 

10283 

10205 

10296 

10297 
10296 
10306 
1Q307 
10S11 
10312 

10316 

10317 

10321 

10322 

10323 


8431 


8848 


6645 


10381 

10385 

10372 

10*7* 

10378 


11138 
11140 
11144 

11146 
11148 

11147 
11153 
11158 
11185 
11188 
11187 

11170 

11171 

11173 

11174 
11179 
11132 
11164 
11189 
11194 
11202 

11203 
71204 
11206 

11207 

11208 
11209 
11211 
11214 
11216 
11227 
T1228 
11230 
11233 
112*0 
11242 

11244 

11245 

11246 

11247 

11250 

11251 
11254 
112S7 
11280 
11282 
11285 
11260 
11272 
11275 
11277 
11260 
11292 

11287 

11288 
11202 
11283 

11204 

11295 

11296 
1 1207 
11303 
11306 
11308 
11*10 

0819 11313 

1131* 
0622 11*16 
11319 
11322 
T1320 
11329 

11332 

11333 

11334 
11338 
11340 
11841 
11347 
11350 


10701 

10703 

10710 

10715 

10T17 

1 0722 

10727 

10728 
10732 
10741 
10730 

10753 

10754 

10757 

10758 

10781 

10782 
10764 
10768 
10772 
1077* 
10774 
10779 
10790 
10701 
1078* 
10788 
10787 
10782 
10796 
1080* 
10805 
10610 
10813 
10817 


10641 

10842 


11362 
11868 

11359 

11360 

11361 

11363 
11385 
11368 
11372 
11*73 
11376 
11379 
11381 
11385 
11388 
ii3ai 

11362 
11393 
11*08 

11409 

11410 

11411 
11*15 
11416 
114*1 
11425 
11428 

11427 

11428 
11434 

11438 

11439 

11440 

11441 
11447 
11449 
11451 
11*52 

11457 

11458 

11481 

11482 
11465 
11468 
11478 
11478 

11480 

11481 
1 1485 
114*7 
11488 
11490 

11482 
11488 
1148* 
11488 
11501 
11504 
11507 
11500 

11511 

11512 
11518 

11814 

11517 

11518 

11522 

11523 

uses 

11631 

11532 

11635 

11637 

11638 
115*1 
11542 
11545 
11548 

11550 

11551 
11553 
1165* 
11656 
11569 
11560 
11668 
11568 

11687 

11688 
11588 
11578 
11585 
11686 
11887 
1168* 
11595 
11897 

11698 

11699 
11601 
11808 
11607 
11810 
11614 

11815 
11817 
11BS0 
11821 
11833 
11841 
116*3 

11847 
11849 
11660 
11861 
11652 
11853 
11855 
11868 
11867 
11862 
11683 
11665 
11686 

11870 

11871 
11874 
11878 

11877 

11878 
11678 

11861 

1108S 

11680 

11695 

11669 

11700 

11707 

11708 

11709 

11710 
11715 
11718 

11722 

11723 
11725 
11727 
11733 
117*4 
11788 
11788 
117*0 
11741 
11743 
11748 
11732 
11754 
11758 
11780 

11783 

1178 7 

11788 

11770 

11771 
11773 
11775 

11778 

11779 
11782 . 

11784 
11788 
11790 

11792 

11793 

11794 
11796 

11799 
11801 
11802 

11800 
11810 
11811 
11816 
11818 
11822 

11824 

11825 
11827 

11830 

11831 
11838 

11848 
11850 
11885 

11857 

11858 
11881 


11884 

11885 
HB68 
11887 
11875 
11878 
T1B78 
11881 

11883 

11884 
11689 
11892 
11803 

11885 
11098 

11901 

11002 

11900 

11904 

11907 

11010 

11913 

11815 

11921 

11022 

11023 

11924 

11927 

11028 

11930 

11933 

11934 
11039 

11940 

11941 

11942 
11944 
119*6 
11949 

11051 

11082 

11953 

11966 

11959 

11961 

11963 

11988 

11987 

11968 

11971 

11972 
11978 
1I97T 
11080 
11062 
11963 
11984 
11885 

11988 
11987 
11992 
11996 
11097 

11969 

jfg 

iloii 

18018 

12022 

H 

120 * 

12046 

12048 

12048 

18049 

w 

12058 

1 

12081 

:ss 

12090 

12005 

12100 

12102 

12108 

12109 

12110 
12112 
12118 
12118 
12117 
12122 

12123 

12124 
12127 
12139 
12132 
12185 
12139 
12148 
12144 
12146 
12151 
12160 
12157 
12180 

12183 

12184 
12165 
12169 
12173 
1*17* 
12181 
12182 
1218* 

12185 
12188 
12191 
1219* 
12200 
1220* 
12205 
12210 
72212 
12213 
12218 
12219 
12221 


12337 


12*28 

12827 

12828 
12829 

12833 

12834 
12838 
128*0 
128*2 

12845 

12846 
128*7 
12848 

12837 

12868 


13323 


12365 12 


12384 


12397 

12408 

12412 

12416 

12*16 

12422 

12423 
12428 
12427 


12442 


13395 


12480 

12482 

12485 


12491 


13528 


518 


12634 13038 

15 13039 


13550 


13583 

13554 


13803 1*294 1*831 

1380* 1*297 1483* 

13806 14299 14835 

13807 14300 14839 

13808 1*301 1*841 

13810 14304 14848 

13819 14315 1*8*7 

13820 14318 148*8 

13621 1*320 14853 

13823 14326 14856 

13828 14327 14880 

13827 14328 14882 

13830 1*329 14865 

13832 14336 14869 

13836 14342 14870 

13839 1*348 1*871 

13841 1*340 14872 

138*3 14350 1*873 

13847 14851 14878 

13850 14353 14880 

13851 1*355 14895 

13853 1*356 1*886 

13854 14361 14907 

13855 14362 14908 

13857 14365 14915 

13858 1*388 14917 

13888 14389 14918 

13869 14376 1*925 

13871 14380 1*926 

13872 1*382 14929 

13873 1*385 1*930 

13874 14388 14932 

13878 14389 1*934 

13878 1*392 14937 

13881 14383 1*838 

13883 1*402 14939 

13893 14403 1*9*2 

1389* 14404 14943 

1389S 14412 14948 

13898 14414 14948 

13901 14418 149*9 

13902 14417 1*850 

13908 14*18 14951 

13907 14422 14955 

13912 14431 14957 

13913 14*32 1*658 

13914 14433 14961 

13917 14434 1*983 

13916 1*43S 1*967 

13921 14488 14872 

13827 14437 14873 

13928 14439 14S7S 

13330 14440 14976 

13831 14*45 14677 

18937 14448 14981 

13930 14450 14982 

13940 14451 14064 

13943 14452 14988 

13847 14456 14988 

13848 1*458 14682 

13850 14458 14887 

13851 14481 14898 

13954 14483 15000 

13856 14485 15001 

13960 14466 15005 

13983 14467 15008 

13864 14470 15009 

13867 14471 15011 

13968 14473 15013 

13868 14474 15018 

13971 14478 15018 

13873 14482 16020 

13878 14487 16021 

13878 14489 15022 

13680 14503 15023 

13881 14504 15024 

13982 14606 16026 

13983 14509 15028 

1388* 14518 15031 
13987 14517 15034 

13888 1*518 15037 

13983 14818 15038 
13894 14523 15040 

13897 14628 15042 

13999 14529 15048 

14001 14632 150*8 

14004 14638 16049 

14005 14543 15050 

14007 14544 15052 

14010 145*5 15053 
14012 -14550 15054 


1S333 

15335 

15337 

16338 

1&338 

153*0 

05341 

15342 

15343 
153*4 
15345 
16349 
15363 
15354 
16357 
15358 
15383 
115384 
15365 
15367 
15388 
15309 

15370 

15371 
115372 
15374 

15378 

15379 
16380 
16382 
15383 
16387 
15388 


15778 

1S778 

15781 

15787 

15788 
16789 
15700 
15702 

15797 

15798 
15801 
16805 

15806 

15807 
16810 
15812 
15817 
.15819 
15821 
16822 

15823 

15824 
16827 
16829 
16832 
16834 
15838 
15837 

15840 

15841 
15848 
16849 
15850 
16851 
16858 
15859 


16888 


16263 

18264 

18268 

16270 

18271 

18272 
16277 
16282 
16284 
16288 
16291 


10300 

10304 

10306 

16307 

10311 

10312 

10313 
16316 
18320 
16321 
18323 
10320 

18331 

18332 


18368 


16701 

10702 

1070* 

16705 

10706 

16708 

16709 
16712 

16718 
16717 

16719 
18721 
1B722 

18723 

18724 
18732 
18735 
16737 
16740 
18742 
16746 
18748 
16748 
16750 
18791 
16754 
16750 
>6758 
16782 
18785 
16788 
16787 
18789 
16770 
18771 
18774 
16178 
18777 


15*38 15887 

15*38 15800 

13441 16892 

16*43 15883 

15448 15898 

15481 15887 

>5454 15888 

15458 15809 

15459 15900 

15*60 15903 

15*81 16904 

15483 16905 

16*84 15906 

15468 15807 

1 5468 13910 

15470 15916 

15471 15819 

15472 15820 

15477 15922 

16478 15828 

18480 15827 

18483 15941 

15485 15944 

1 5487 15945 

18490 13948 

16483 18651 

15484 15654 

15488* 16956 
15489 15958 

15500 15980 

16502 15964 

15503 15965 

5504 15889 
15505 15072 

15507 15973 

15509 1597S 

5510 18079 

15814 18988 

15616 15984 

15320 15995 

15621 15006 

15622 15997 

15627 15998 


16810 

16811 


18381 


18382 


12S73 


12284 

12285 
12289 
12292 
12298 
12295 
12298 
12297 
12300 

12306 

12307 

12308 

12310 

12314 

12315 
12317 
12319 


12328 

12330 


12830 


126*6 


12672 


12711 

12712 

12713 

12715 

12716 

12717 

12718 

12720 

12721 
12723 


12736 

12744 

12749 

12751 


12770 

12773 

12778 

12780 

12781 
12783 


12790 


1281 


12818 

12819 


13041 

13558 

14013 

14554 

15058 

15630 

16000 

13045 

13660 

14014 

14556 

15061 

15531 

10001 

13048 

1SS62 

14018 

14558 

15062 

15S32 

10003 

13047 

13563 

14018 

145SB 

16066 

16633 

10004 

13060 

13564 

14019 

14660 

15067 

1*536 

18008 

13053 

13566 

14020 

14686 

15070 

15539 

18010 

13054 

13569 

14021 

14568 

15072 

-15546 

16018 

13058 

13570 

14025 

14671 

15081 

15553 — 16021. 

13061 

13573 

14026 

14674 

15082 

15556 

16022 

13064 

13574 

14028 

14575 

15083 

15561 

16023 

13006 

13575 

14030 

14580 

16088 

15862 

16028 

13068 

13579 

14037 

14887 

15088 

15565 

16031 

13068 

13580 

14043 

14688 

15090 

15568 

16032 

13070 

13S82 

140*6 

14589 

15091 

15568 

16033 

13071 

13580 

14058 

14590 

15093 

16689 

18034 

13072 

13591 

14059 

14593 

15100 

16573 

18043 

13077 

13S93 

14060 

14598 

15104 

16573 

18045 

13078 

1359* 

14061 

14600 

15106 

15581 

18040 

13080 

13595 

14065 

14801 

15107 

16563 

100*8 

13082 

13597 

14066 

1*602 

16113 

15585 

16050 

13088 

13598 

1*067 

14609 

15115 

1SSB8 

18051 

13087 

13600 

14068 

14810 

15115 

15587 

10054 

13088 

13601 

14070 

1*620 

16119 

15589 

10056 

13069 

13807 

14072 

14623 

15120 

15594 

16057 

13090 

13612 

14074 

14624 

15122 

16697 

18058 

13092 

13013 

14079 

14629 

15125 

15801 

18080 

13093 

13814 

14080 

14630 

15128 

15602 

16081 

13098 

13618 

14081 

14832 

15129 

16004 

10063 

13098 

13620 

14083 

14837 

15133 

15605 

18064 

13101 

13623 

14086 

14840 

15134 

16608 

16007 

13112 

13829 

14087 

14642 

15135 

15807 

10089 

1311* 

13832 

14088 

14843 

15138 

15608 

18072 

13121 

13833 

14089 

14646 

15137 

15612 

18073 

13128 

13837 

14081 

14848 

16138 

15015 

18078 

13129 

13038 

14097 

14047 

15199 

15817 

16079 

13130 

T3640 

14105 

14048 

151*0 

15819 

16084 

13131 

13842 

14106 

14649 

15141 

16821 

16085 

13133 

18643 

14115 

14050 

151*2 

15622 

10086 

13140 

13846 

14117 

1*851 

15143 

15628 

18088 

13143 

13849 

14120 

14856 

15151 

15629 

16090 

13148 

13854 

14122 

14659 

15158 

16631 

16095 

13151 

13655 

14124 

14604 

isisa 

1S63S 

El?! 

13152 

13657 

14125 

14660 

16162 

16037 

13168 

13668 

14130 

14687 

16164 

16839 

18101 

13165 

13659 

14131 

14669 

15187 

15840 

18102 

13167 

13881 

1*139 

1*073 

15174 

158*1 

18103 

13100 

13683 

14148 

1*877 

15175 

15045 

1810* 

13170 

13666 

14160 

14078 

15170 

15648 

18107 

13171 

13687 

14151 

14883 

1518B 

16650 

18111 

13172 

13670 

14164 

14684 

15193 

15652 

18115 

13174 

13872 

14159 

1*887 

1510* 

15853 

16118 

131 77 

13674 

14160 

1*689 

15197 

156SS 

18121 

13181 

13078 

14183 

14691 

16199 

15850 

18124 

13182 

13680 

14164 

14683 

15200 

15660 

16125 

13183 

19882 

14165 

1*686 

15205 

15081 

18126 

13184 

13683 

14168 

14897 

15209 

15883 

18129 

13197 

13688 

14187 

14702 

15211 

16604 

16131 

13201 

13687 

1*188 

14704 

15217 

15608 

16133 

13207 

13688 

14171 

14705 

15821 

15607 

16135 

13209 

13889 

14172 

14706 

15223 

15670 

16138 

13211 

13891 

14173 

14708 

15224 

15074 

16137 

13212 

13692 

14174 

14711 

15225 

16675 

16138 

13313 

13083 

14175 

14725 

15220 

15878 

18140 

13217 

13697 

14178 

14728 

16228 

1507B 

18142 

13220 

13701 

1*177 

14729 

16228 

15683 

16143 

13221 

13703 

14179 

14731 

15232 

1560* 

16147 

13225 

13705 

141B3 

14732 

15233 

16688 

10148 

13231 

13708 

14188 

14733 

15234 

15690 

18140 

13232 

13709 

14109 

14785 

16236 

16891 

101SO 

13233 

13711 

14190 

14737 

15237 

1569* 

18167 

13234 

13712 

14191 

14739 

16239 

16600 

18161 

13235 

13713 

14192 

14741 

152*2 

15097 

10182 

13237 

13717 

14193 

14742 

16243 

15702 

16154 

13240 

13719 

1*198 

147*3 

182*5 

15703 

16108 

13843 

13727 

14199 

14748 

152*6 

15704 

18167 

13248 

13728 

1*201 

14747 

15247 

16705 

1B171 

138*7 

13729 

14203 

14748 

15249 

15706 

16172 

133*8 

19733 

14206 

14753 

1S2S0 

1571S 

1017* 

13849 

13735 

1*200 

147S6 

18252 

15718 

16178 

13250 

13738 

14208 

14757 

16253 

15717 

16179 

13851 

13739 

14210 

14730 

16255 

16710 

18180 

13254 

13741 

14213 

14766 

15257 

15720 

16181 

13262 

13742 

14215 

14760 

16260 

15726 

18182 

13263 

13743 

14225 

1*771 

15201 

15727 

18183 

13280 

13748 

14228 

14777 

15263 

1S729 

1B1B1 

13270 

13762 

14227 

14779 

15208 

15731 

18182 

13278 

13763 

14230 

14780 

15207 

15732 

16193 

13879 

13758 

14232 

14792 

15260 

15733 

16194 

13280 

13757 

14233 

14783 

16289 

15734 

18186 

13286 

13758 

14238 

14788 

16271 

15736 

18197 

13289 

13764 

14S41 

1*787 

15273 

16737 

16199 

13260 

13771 

14243 

14788 

15275 

1S730 

1B200 

13291 

13773 

14248 

14791 

15280 

15739 

16209 

13294 

13775 

14254 

1*792 

15287 

15743 

18210 

13296 

13778 

14257 

14793 

15206 

157*4 

18218 

13299 

13779 

14259 

14799 

15301 

16745 

16217 

13300 

13780 

14281 

14801 

15304 

15762 

1A221 

13301 

13783 

14264 

14606 

15313 

157S3 

HP?? 

13303 

13785 

14268 

14007 

15316 

15755 

1B22S 

13304 

13786 

14289 

14008 

15317 

15757 

16225 

13306 

13787 

14270 

1490B 

15318 

15769 


13307 

13788 

14271 

14012 

15919 

15783 


13309 

13789 

14272 

14813 

15320 

1578* 

16231 

13310 

13790 

1427* 

14015 

1SS25 

157B0 

18232 

13311 

13782 

14276 

14817 

15326 

15770 

16233 

13312 

13793 

1*279 

14819 

15327 

ism 

16236 

13310 

13794 . 

14287 

14020 

15328 

16772 

19333 

13518 

13798 

14289 

14027 

15328 

15773 

16239 

13322 

18801 

14290 

14830 

16332 

15774 

16241 


16453 


18467 

16470 


18478 

16481 


18487 


17151 
17156 
17156 

17182 
17163 
17184 
171 B6 
17187 
17160 
17172 
17178 

17183 
171 as 
17168 
17187 
17168 
17109 

17191 

17192 

17194 

17195 

17196 
17201 
17205 
17207 
17212 
17214 

17218 

17219 

17220 

17226 

17227 

17228 

17231 

17232 

17233 
17237 

17240 

17241 

17242 

17243 

17244 

17245 
172*9 
17252 

16801 17253 

17264 
17255 

17256 

18807 17250 

17260 
17262 
17283 
17288 
012 17271 

315 17273 

318 17274 

320 17281 

923 17284 

928 17291 

329 17292 

331 17296 

332 17299 

936 17300 

939 17301 
941 17304 

343 17308 

145 17307 

948 17309 

947 17311 

949 17312 

955 17815 

956 17318 

957 17317 

981 17318 

964 17319 

989 17321 

171 17320 

173 17330 

974 17333 

ITS 17335 

177 17337 

178 17338 

179 17342 

181 17345 

183 17348 
>83 17346 

199 17350 

903 17351 

»* 173SS 

16907 17354 
17357 
17380 

17363 

17364 
17385 

18916 17388 
17309 
.17370. - 
S* 17372 
rr 17374 
91 17378 

93 77381 
97 17383 

99 17388 
16940 17387 

17388 


18102 
18112 
18113 
18118 
16117 

18119 

18120 
16121 
18122 
18127 
16133 
18138 
18137 
>6138 
18130 
18143 
181*4 
18145 
18148 
18147 

18150 

18151 
16152 
18153 
18158 
18157 

18173 

18174 
18178 

17687 18177 

18178 

18179 
18182 
18188 
18188 

18180 

18191 

18192 
1B1B4 
18 195 
18198 

17890 18190 

18300 


17888 

17690 

17694 


18610 

18913 


17870 

17875 


18552 

19054 

19511 


19060 

19515 

18S5S 

19063 

19518 

18557 

MOW 

19518 

18S58 

19000 

18520 

18582 

19070 

19523 

10504 

18073 

1952* 

18506 

19075 

10632 

1B571 

19077 

19533 

18572 

19078 

19534 

18574 

19079 

19538 

10578 

10003 

10539 


19088 

10S4O 

18508 

18089 

19541 

18509 

19090 

19S42 

18592 

19093 

19543 

10593 

19009 

18549 

10597 

19102 

16550 

10598 

19103 

19551 

18803 

19109 

19952 

18604 

19112 

10558 

18608 

19113 

19557 

10612 

19114 

19584 

10613 

19115 

19568 

18017 

191 19 

19509 

18C19 

19122 

19571 

18020 

18125 

19574 

18822 

19126 

19575 

18625 

19127 

19579 

18628 

18130 

19582 

18628 

19133 

19583 

10829 

19139 

19508 

18830 

19141 

19590 

10831 

19144 

19591 

10832 

19145 

19592 

18635 

19147 

19533 

18838 

19140 

19594 

10037 

19148 

19596 

16839 

191SQ 

19597 

10640 

19152 

196C4 

188*1 

18153 

19605 

18643 

19157 

10007 

188*4 

19159 

19808 

18645 

19180 

19011 

10847 

19161 

19022 

18649 

18102 

19623 

16650 

19104 

1962* 

18651 

19165 

19625 

18052 

19166 

19827 

18B57 

19188 

1963D 

10659 

19189 

10634 

18862 

19171 

19835 

16B64 

19172 

19638 

10068 

19177 

190*0 

18808 

19178 

19646 

10678 

19179 

19047 

18681 

19180 

T9648 

10883 

18182 

19648 

18685 

19188 

19651 

18S8S 

19189 

19653 

18092 

19192 

19650 

16895 

19198 

19659 

18097 

19199 

19670 

18699 

18200 

196 n 

18700 

19201 

19672 

18701 

19202 

19674 

18705 

19203 

1B67S 

18706 

19204 

19077 

10710 

19207 

19078 

18712 

19210 

19681 

IB7I8 

19211 

19682 

18717 

19212 

19883 

18719 

19213 

19686 

18725 

19214 

19689 

IB733 

19217 

19894 

18735 

19220 

>9695 

18738 

19221 

19899 

18737 

18222 

19706 

10730 

19224 

19709 

18740 

19225 

19710 

18741 

19228 

19711 

18743 

19227 

19712 

18745 

19228 

19715 

8748 

18231 

19717 

8782 

18238 

19721 

IB753 

19240 

19725 

I87S4 

19242 

19730 

18759 

18043 

19731 

8781 

19244 

18732 

8782 

19250 

19733 

18763 

19252 

1873* 

IB764 

19253 

18738 

18775 

19254 

18744 

8778 

10257 

19746 

8780 

18260 

19748 

18788 

19281 

19750 

18792 

18062 

18751 

0793 

19064 

10752 

8794.. 

19267 

18753 

8797 

19271 

19754 

879B 

19273 

18757 

18803 

19276 

10760 

18804 

19280 

19763 

8810 

19282 

19784 

8811 

19284 

10765 

8813 

19285 

19786 

B814 

19286 

19788 

8815 

19289 

19773 


16498 

16848 

17390 

17800 

10327 

18822 

18290 

16505 

18947 

17362 

17887 

10331 

1B823 

19201 

16606 

16948 

17397 

17889 

10332 

1802* 

19292 

16507 

18948 

17398 

17881 

18338 

18827 

19299 

16512 

18951 

17400 

17894 

18337 

10831 

19301 

16513 

18953 

17402 

17895 

1B339 

18832 

18309 

16514 

18956 

17403 

17807 

10340 

1B834 

19310 

10515 


17406 

17902 

18345 

1B835 

19311 

16510 

10858 

17408 

17903 

18348 

18838 

10314 

18516 

16863 

17411 

17906 

18347 

18840 

19315 

18619 

10968 

17412 

17909 

18354 

18641 

18317 

16520 

16068 

1741 S 

17811 

18356 

18843 

19318 

16522 

18960 

17416 

17912 

18358 

10849 

19320 

16S24 

18972 

17417 

17914 

18359 

18850 

19321 

16528 

16973 

17420 

17915 

18360 

10851 

19323 

18527 

16977 

17*22 

17918 

18384 

isasa 

19325 

15530 

18979 

17423 

17818 

18370 

18858 

18328 

16537 

18961 

1742S 

17930 

16372 

18804 

19331 

10541 

18983 

17427 

17931 

18373 

18885 

19335 

18542 

16904 

17428 

17933 

10377 

18S6S 

19330 

18644 

16065 

17430 

17937 

10379 

18874 

19337 

18546 

18988 

17432 

17943 

18380 

10075 

19338 

18551 

1B969 

17434 

17944 

18385 

18877 

19341 

16654 

10890 

17437 

17945 

18387 

18879 

19343 

1BSSS 

18991 

1743a 

17950 

18388 

18882 

19347 

16557 

16993 

17439 

17952 

18394 

18883 

193*8 

16558 

10995 

17440 

17953 

18395 

18885 

10352 

16560 

16938 

17*41 

17957 

18386 

18888 

19353 

16562 

18999 

17445 

17958 

18397 

10887 

19355 

16587 

17000 

17447 

17987 

18400 

18883 

19358 

16S70 

17001 

17463 

17980 

18402 

10895 

19357 

18571 

17002 

17454 

17971 

18403 

18898 

19359 

16578 

17006 

17455 

17978 

18412 

1B899 

19303 

18573 

17008 

17458 

17977 

18415 

18901 

18368 

18574 

17D18 

1745B 

17900 

18417 

10902 

19309 

18S75 

17020 

17400 

17983 

18419 

18903 

19370 

1S578 

17021 

17463 

17988 

18424 

18908 

19378 

18580 

17022 

17*65 

17987 

18430 

18921 

18378 

18581 

17020 

17400 

17990 

18432 

10928 

19379 

■6683 

17028 

17468 

17994 

18433 

10930 

18381 

1B687 

17030 

17400 

17995 

1B437 

10931 

19382 

16689 

17033 

17*75 

17997 

18*39 

10938 

19387 

16590 

17035 

17478 

17998 

18441 

10837 

19390 

16594 

17038 

17477 

18000 

18*44 

10940 

19397 

16800 

17039 

17401 

18002 

18446 

10943 

19*03 

16601 

1T045 

17403 

10004 

18447 

188*5 

19404 

16602 

17048 

17484 

1B005 

18448 

10946 

19405 

16804 

170*7 

17485 

18006 

18449 

1BS47 

19408 

16608 

17050 

17489 

18008 

18450 

10950 

19412 

18809 

17051 

17492 

18011 

18*31 

10957 

19414 

16610 

17052 

17487 

18014 

18452 

18958 

19415 

IBB12 

17053 

17503 

1BOI6 

18453 

1B859 

19418 

18614 

T7057 

17500 

18017 

18454 

18960 

19418 

10615 

17068 

17507 

1B01B 

18455 

18961 

19420 

IB81S 

17060 

17500 

18019 

18457 

10&62 


10619 

17064 

17510 

18020 

10458 

18964 

19422 

6820 

17065 

17512 

18022 

18*59 

18965 

19427 

16821 

17068 

17516 

180B6 

10402 

18908 

19*28 

6022 

17089 

17S17 

18028 

18*63 

18960 

19429 

6603 

17070 

17520 

1B030 

1B400 

18971 

19*30 

6808 

17072 

17521 

18033 

10477 

18972 

19434 

6629 

17073 

17522 

18034 

18*78 

18973 

19437 

6630 

17075 

17524 

18037 

18400 

18077 

19439 

6831 

17078 

17527 

18038 

10481 

18982 

19440 

6632 

17077 

17520 

18030 

10463 

18990 

19444 

8034 

17081 

17629 

180*0 

1S405 

18991 

19447 

6638 

17083 

17530 

18041 

10408 

18992 

19452 

IM0UL 

17D0I 

17531 

1B043 

18*67 

18995 


6841 

17092 

17533 

18044 

10400 

18097 

19456 

6643 

17093 

17S37 

18045 

10488 

19998 


6648 

17066 

17540 

18040 

18491 

18099 

19402 

8851 

17097 

17542 

180*9 

10495 

19006 

19403 

6052 

17100 

17647 

18063 

10487 

19008 

19404 

6663 

17104 

17548 

18058 

1045S 

19013 

19469 

6864 

17105 

17663 

10059 

10500 

1901* 

19470 

0630 

17106 

17557 

18060 

18501 

1B01S 

19474 

6664 

17108 

17550 

18064 

18505 

19018 

19478 

0665 

17113 

17582 

18065 

10507 

19017 

19482 

8670 

17117 

17503 

18088 

1051 1 

19022 

19403 

8074 

17118 

17565 

18069 

18517 

19023 

19405 

6875 

17119 

17507 

10073 

18520 

1902* 

19408 

0880 

17120 

17572 

18077 

18521 

19028 

19408 

0081 

17122 

17S73 

18079 

10522 

19031 

19403 

6682 

17123 

17575 

18002 

18328 

19003 

19495 

6684 

17124 

17578 

18088 

18531 

19035 

19406 

6685 

17129 

1/6/7 

18089 

18533 

190*0 

19497 

6886 

17130 

17578 

1B0B0 

18539 

19042 

1B590 

6688 

17138 

17501 

10092 

105*1 

10043 


G6&1 

17139 

17505 

1B0B3 

1B5*2 

19046 

19507 

0895 

17141 

17507 

18095 

10544 

19050 

19506 

8896 

17143 

17590 

18087 

18547 

19051 

19500 

8007 

17149 

17591 

10101 

16548 

18052 

19510 


19775 

19785 

19788 

19780 

19791 


19811 

19812 


19821 


19656 


19865 


19900 

19001 

19902 

19003 


19921 


19927 


19937 

19938 
19941 


19972 

19973 


On die i6th January, 1991, the said redemption price will become due and payable on each Note to be redeemed, together with accrued interest from 25th November, 1990 to 16th January, 1991 amounting to U.S. $77.92 per U.S. 

$5 000 Note. On and after that date, interest on the said drawn Notes will cease to accrue. . 

Payment of the Notes to be redeemed will be made on and after 16th January, 1991 upon presentation and surrender of the said Notes, with all coupons appertaining thereto, at any of the following Banks: 

Bankers Trust Company Banque Indosuez Luxembourg 

1 Appold Street, Broadgate, 39 Allfe Scheffer 

London EC2A2HE Luxembourg 

The Republic of Austria Pass-Through Securities Limited shall be discharged from its obligation to pay principal and interest on the Notes ten years and five years, respectively, from the Relevant Date for the payment thereof. 



BankersTrust 

Company^London 


Agent Bank 


12ch December, 1990 
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French agency FFrlbn 
issue enlivens a quiet day 

By Simon London 




ON AN otherwise quiet day In 
the international bond Tnnrfept i 
Credit d'Equipement des 
Petites et Moyeanes Enter- 
prises (CEPME), the French 
state development agency for 
small and medium sized busi- 
nesses, came with a FFrlbn 


The five-year issue, lead 


INTERNATIONAL 

BONDS 


managed by Credit Lyonnais, 
is {tan gible with its outstanding 
FFrlbn offering launched in 
May. 

The paper carries a 10 per 
cent coupon, against 1014 per 
cent on the FFTLZbn five-year 
deal launched by the Republic 
of Finland three weeks ago via 
BNP. 

However, at a fixed-reoffer 


price of 98.70 the paper offers a 
yield of 10.34 per cent, in line 
with both the Finland paper 
and the original CEPME paper 
in the secondary market. At 
this level the issue offers a 
spread of 36 basis points over 
equivalent French government 
bonds. 

The issue saw strong 

demand from both Flench and 

interna tional investors, trading 

up to 98.75 bid. Full fees were 
22 basis points. 

Rumours that the French 
government may withdraw its 
guarantee from state agencies 
has prompted a number of sim- 
ilar b o rrowers to look at the 
market. The suggestion has 
also stimulated international 
demand for government-guar- 
anteed franc-denominated 
securities, which have been 
perfuming better than many 
other European counterparts 
in recent weeks. 


For example, the spread 
between 10-year French gov- 
ernment OATs and German 
government bunds has nar- 
rowed to 110 basis points from 
125 basis points in the past 
mnwfih- Analysts are expecting 
tins differential to close by a 
further 10 basis paints before 
thp year e nd . 

Last week saw FFr3.75bn of 
supply buinrfiyd into hm sec- 
tor, and yesterday's deal is evi- 
dence that demand has not 
be en e xhausted at certain 

mafairilfea. 

Elsewhere in the market. 
Eurodollar bori de continued to 
follow the rally in OS Treasury 
bonds, with yields in the sec- 
ondary market having come in 
by around K point this week. 
However, the paucity of inter- 
est rate and currency swaps 
opportunities continues to 
block new issues from many 
potential borrow e rs. 


NEW INTERNATIONAL BOND ISSUES 


US DOLLARS 
OtitayacN Corp(b)t+ 
KAm Pharmaeautlcai(ai)fa 
KOP(a)+ 
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96.70 
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SMnht Nomura tat 
2 VI >2 YamaJcM bit 
V*2 Mitsui TaJyo Kota 


2W17bp Credit Lyonnais 


Gunxa Sangyo Inc4d)**4 


Swiss Vodobank 


★★Private placement KonvmtMo. 4WWi equity warrants. IFIoaling rata note. #Hnal terms. a) Non-caHable. fa) Coupon 
wsa I n dic a ted at 4b%- Exercise premium fixed at 2£%. Non-cailabte. c) FUns^bla wtiti existing FFrlbn deal, from January 
1991. Non-caHabta. d) Put option 31/3/B3 at 107%% to yield 8.11%. 


Leningrad exchange planned 


By Patrick Harveraon in New York 


THE FIRST steps towards the 
establishment of a finanrisi 
market In Leningrad were 
taken yesterday when the city 
authority announced it had 
signed a letter of intent with 
Peake/Ryerson, a US 
consultancy, and Transvik, a 
Swedish group that operates 
electronic trading systems, to 
set up a stock and a 
commodities exchange. 

The aim is to create, via a 
joint venture, two fully 
computerised exchanges in 

TjmhignMi. 

No deadline has been set for 
their opening - joint stock 
companies have to be 
established first and 


state-owned industries 
privatised - but the US and 
Swedish firms hope to have 
much of the markets’ structure 
in place by the end of next 


Separate plans to establish a 
stock exchange in Moscow are 
already under way. 

Transvik and Peafce/Ryeraon 
have agreed to provide 
expertise and technology in a 
number of areas: market 
structure and regulation, 
technology, clearance and 
settlement, training; securities 
legislation, privatisation and 
accounting standards. 

The screen-based electronic 
trading systems, with brokers 


and traders inpnting and 
matching clients' orders 
electronically, will be modelled 
on the Transvik-nm “Nordex" 
market in London, which 
trades Scandinavian equities 
worldwide. 

To start with, the stock 
exchange will only list 
companies based in the 
Leningrad region. 

The joint venture hopes to 
site the stock market in the old 
stock exchange building in 
Leningrad. 

Before the 1917 revolution 
Leningrad was the financial 
centre of a country that had 
117 financial and commodities 
exchanges. 
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Hectic trade 
of UK 
electricity 
shares 


By Doborah Hargreaves 


IN A BAY of hectic trading of 
UK electricity shares, some 
foreign investors were taking 
advantage of titw high pre- 
mium on the shares in UK 
trading to sell back part of 
their allocation. 

But the overseas allotments 
were scaled back considerably 
whoa, the issue became over- 



subscribed In the UK and 
other investors were looking 
to increase their lwidfap. 

This created a lot of two-way 
traffic as dealing houses were 
Inundated with buy and sell 
orders. Sophisticated institu- 
tional investors which bought 
the shares in the US were 
wn g agin g in a number of dif- 
faeast strategies in which they 
broke up their packages of 
shares to sell stocks of compa- 
nies for which the outlook is 
not so good. 

The shares were sold abroad 
in packages of 12 regional 
elertr le il y com p anies and deal- 
lng houses made provisions 
for investors to trade In entire 
packages, but most of the busi- 
ness yesterday was done in 
isdMdnal stocks. 

While Ktelnwort Benson, the 
government’s adviser for the 
issue, had tried to cut down on 
the amount of overseas flow 
back to the UK market by ask- 
ing underwriters to fill in 
forms on the intentions of 
potential investors, many 
found a 90 per cent pre m i u m 
on the partly paid price hard 
to resist. 

All overseas allocations 
were scaled back by 25 per 
emit, meaning that the Japa- 
nese received close to £180m 
(9342m) of shares on a folly 
paid basis. These were mostly 
purchased by retail investors 
with very few large institu- 
tional p lacem ent s. The largest 
aDotment of shares In Tokyo 
was for less than l per cent of 
the total allocation. In the US, 
investors bought 9600m of 
stock through the liberalised 
private placement market 
which means only institutions 
can buy the shares. 

See Lex 



Lai investors, many 

Mss | Derivatives exchanges seek tax reform 

nnmnM ndoniHnna I O 


By Deborah Ha rgre a ve s 


MB JOHN MAJOR, as UK 
chancellor, prompted a wave of 
i nterest in the London deriva- 
tives markets when he clarified 
the tax treatment of the prod- 
ucts in the March Budget. Lon- 
don's exchanges have seen 
more highly conservative pen- 
sion funds turning to the mar- 
kets in the past year. 

The exchanges are looking to 
cash in an the progress made 
by lobbying to dear up farther 
tax anomalies in a bid to 
improve London's status as a 


centre for derivatives. They 
were assisted in last year’s 
rewipaipn by tho fact that com- 
petition from other European 
centres is growing and because 
that year France’s Mattf out- 
stripped the London Interna- 
tional Financial Futures 
TErtthawgg in contract volume 
for the first time. 

Now, the exchanges hope to 
influence the government to 

pyika In giabrtN p riiatigM to the 

tax code to prevent foreign- 
owned funds from incurring 


UK income tax if they axe man- 
aged in London. 

. The exchanges say current 
uncertainty surrounding the 
eligibility of these managed 
futures funds for UK tax. can 
disco u rage some of them from 
putting money into London 
and may pr o m pt them to seek 
a more favourable tax environ- 
ment elsewhere in Europe. 

The exchange’s lobby is par- 
ticularly pertinent in the cur- 
rent environm ent which to eee- 
ing a substantial movement of 


US funds into the European 
winrhrfa to take advantage of 
new de ri v at i ve s products. 

US-based funds will employ 
a UK manager to invest thdr 
«mh in Eu rope a n derivatives. 
Since the cash is owned by US 
investors, the fond managers 
are keen to see it does not 
become eligible far UK tax. The 
problem in setting up a system 
to exclude US funds, is to 
ensure no tax loophole is cre- 
ated which may be exploited 
by UK investors. 
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THE START of trading In 
electricity shares commanded the 
attention of the derivative markets 
yesterday, with dealing in traded 
options boosted by activity in the 
Regional Electricity Package and 
Eastern BectricHy. 

The electricity contracts 
accounted for a. quarter of all 
option turnover with the bulk of 
activity concentrated in the Pack- 
age. One large mildly bearish 
trade In the January 1,500 and 
1,450 puts boosted dealing. 

Electricity options were Initially 
expensively priced. Tlw January 
1,600 call package began at 85 
before a last trade of 40 and quo- 
tation of 2545. 

The Implied volatility, a mea- 


CMis ms 


sura of - anticipated price move- 
ment, for many of the January 
electricity options, started at 35 
per cent, before dosing at around 
26 per cent A higher Implied vol- 
atility wifi make options more 
expensive as it suggests greater 
risk or large price variation in the 
underlying shares. 

The larger institutions tended to 
stay on the sidelines as many had 
received insufficient electricity 
shares to make trading In options 
worthwhile, said Mr Charles 
Annandale, director of equity 
derivatives at Barclays de Zoeta 
Wedd. However, smaller institu- 
tions sold calls against stock, 
while other investors bought 
puts. 

W M 6 N Jn % N 


The Regional Package traded 
4.748 contracts, of which 3,017 
were puts and 1,731 were calls. 
The January 1,500 puts ware the 
most active. Eastern Electricity 
traded 2,142, most of which were 
calls, with the March 160 the busi- 
est 

Pflkington was actively traded 
on renewed speculation that Han- 
son or BTR could make a bkt led 
to active dealing In calls, particu- 
larly the February 160 series. 

Among the other options, the 
FT-SE Index traded &905, with the 
January 2300 calls featuring. In 
the futures market, the December 
FT-SE closed at 2.175, down 12. 
Dealing was boosted by switching 
into March. 
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RISES AND FALLS YESTERDAY 
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UK COMPANY NEWS 


Brewing activities offset slowdown from hotel operations 

Vaux improves 13% to £35.8; 

Du M.IIU Ft—. 


By Philip Rawstorm 

VAUX the Sunderland-based 

brewing and hotels group, 
yesterday reported a 18 per 
cent increase in fell year pre- 
tax profits from £3i.6m to 
£35-&n. 

The hotel operations were 
hit by the downturn in tV 
economy but Mr Paul Nichol- 
son, chairman, a robust 
performanc e by the brewing 
and pubs business confirmed 
the group's commitment to 
remain in brewing. 

Bel ow the line, there was an 
extraordinary profit — net of a 
£lm contribution to V&ux’s 
new charitable foundation — 
of £5£m from the wfe of five 
hotels. 

Trading profits during the 
year ended .September 29 were 
£35.4m (£30m> on turnover np 
13 per -cent from to 

£250.6m. 

• Interest charges rose sharply 


from £26^000 to £LS8m. 

The profits contribution 
from brewing, helped by ty 
acquisition of 80 pubs, rose 
nearly 25 pex cent to £l285m 
(£9. 9m) - proving, said Mr 
Nicholson, that a wiir of good 
regional ales and international 
lager brands could “provide a 

good Irving." 

Cask beer sales were up 10 
pex cent and the group was 
finding new niche markets - 
such as the 500 barrels a week 
of low-alcohol lager it was now 
brewing for Labatfs Canacfian 
market. 

Vaux inns increased profits 
from £&6m to £4m on turnover 
erf £80. 7m (JO&BaO. 

The Blayney off-licence 
chai n had successfully added 
39 confectionery, tobacconist 
and news shops to its 185 
liquor stores and increased 
profits by 33 per cent from 


£L4m to £fr&n. 

Swallow hotels, with 9 per 
emit of its rooms out of com- 
mission because of alteration 
projects, pushed profits ahead 
5£ per cent to £lfi.4m (£l5Jjm) 
on t u r n o v er up from £fi&3m to 
£73£m. 

The occupancy rate had 
fallen from 69 per cent to 68 
per cent as residential business 
seminars and training courses 
had been cut harfr. 

Mr Nicholson said the down- 
turn had confirmed into the 
new flnandwl year. He added, 
however, that the other divi- 
sions were trading well and 
that he expected continuing 
growth provided the recession 
got no worse. 

Earnings per share grew 9 
per cent to 208p 0&6lpX 

A final dividend of 5.78P is 
proposed. Increasing the total 
by 11.7 per cent to &76p CL84p). 


• COMMENT 

Growth in brewing profits in 
the current year seems 
unlikely to compensate so 
neatly for ryvntivming difficul- 
ties in hotel trading. But Swal- 
low's occupancy rates are still 
running at a frf ghr level 
the industry average and pros- 
pects for its new five star hotel 
in should improve 

year. Both nursing homes 
and shops are expected to hniH 
up well. Planned expenditure 
thi« year aramintg to £60m and 
gearing is expected to rise from 
15 per cent to 22 per cent The 
forecasts suggest a slower 
profit growth to about £37 An 
with earnings per share mar- 
ginaHy higher at 20-7p and a 
prospective p/e of a reasonable 
108. The shares, at 214p with 
asset backing of 354p, are rated 
a hold . 


Lower property profits check Devenish 


SHARPLY REDUCED profits 
from property sales led to a fafr 
of nearly 20 per cent, from 
£L4J12m to £LL26m, in annual 
pre-tax profits at JA Devenish, 
the west co untr y - based brewer, 
writes Philip Bawstoraa. 

Trading profit for the 12 
months to September 30 rose 
from £9 .48m to £986m on turn- 
over ahead to £96.65m 
(£84.44m). 

But the c on t ri b uti on from 
property sales, buoyed last 
time by the disposal of the 
bottling hall in Weymouth, fell 
by more than £3m to £1.4lm. 
Interest charges were margin- 
ally higher at £llm. 

Thp manag ed estate Of 208 

pubs registered a 16 per cent 


Union 
Discount 
stake sold 

DSP GROUP, Sr Ron Brieriey’s 
UK investment vehicle, has 
sold its 282 per cant stake in 
Union Discount, the City of 
disco unt fannw, writes 
David LasceDes, BmWiig Edi- 
tor. 

The shares were placed with 
35 investment institutions by 
Smith New Court at a price erf 
about 550p. 

Mr Graeme Gflchzlst, the 
-managing director of Union, 
said he was delighted by fine; 
news because a holding of that- 
size always had the potential 
to be unstable. 

IBP began building up its 
stake in several stages 1987. 
Since then Sir Ron has 
acquired several other UK 
investments, including GPG, 
the financial services group. 
Mount Charlotte, the hotels 
chain, and a 20 per cent stake 
in Vickers, the engineering 
group. 

The decision to sell the 
Union , sta ke is believed to 
reflect DSP's need to rationalise 
these investments. 

Union's shares closed last 
Tiight at 565p, down 14p. 

Seton Healthcare 

As well as reporting its first 
set of results since coining to 
the market In July, Seton 
Healthcare Group announced 
an open offer of 284m new 
ordinary shares at 135p a p iec e 
to raise £2.87m, net of 
expenses. 

The company also 
announced the acquisition, 
from Reddtt & Cohnan, of two 
muscular pain relief creams for 
fljBm wtch. 

The wurfrfan i n t eri m results 


in operating profits 
£10 An to Vtft.ftm 

"This was despite clear 
signs, particularly in fee sec- 
ond half of ty year which is 
our key trading period, that 
interest rates, increased mort- 
gage costs and rising inflation 
have had an impact on onr cus- 
tomers' disposable income," 
said Mr Michael chair- 

man. 

World Cup soccer also hit 
the pub business in June, and 
there was a small decline, from 
£2.7m to £&5m, in the contribu- 
tion from the tenanted pub 
estate. 

The Redruth brewery lost 
£200,000. Overall beer volumes 
increased by 5 per cent to 


109,000 barrels, still 11400 bar- 
rels short of the company's tar- 
get Efforts to obtain packaging 
and brewing contracts have 
brought "an encouraging 
increase" in volume d urin g th» 
early weeks of the new finan- 
cial year. 

Fully diluted earnings per 
share dropped from. 2246P to 
1546p. However, the final divi- 
dend is raising total 
for the year by 14 per cent to 
58p(445pX 

• COMMENT 

Things might have bean worse, 
but are clearly not going to get 
much better in the current 
year. Forecasts suggest pretax 
profits for 1990-91 of about 


NEWS DIGEST 


- for file six months to August 
31 - showed a significant 
increase, from £387,000 to 
£658400, in pretax profits on 
turnover up from £l&94m to 
eiaftm- Earnings advanced to 
3.4p (28p) per share and there 
is an i n te ri m dividend of 0.4p. 

The offer is on the basis of 
one share for every eight held 
on December 3. The funds 
raised will strengthen the 
group's balance sheet and 
enable it to tato» advantage of 
foTtfrer fav o ura ble acquisition 
opport unitie s. 

Guinness Mahm is condi- 
tionally placing new shares 

with tn fil i Fii tfn n nl and nth^a* cH. 

ents of Beeson Gregory. 

. Rkbanlsr*:' rf”' 

Richards, the Aberdeen-based 
textile compa n y, increased tax- 
able profits from £2. 77m to 
£2.82m in the year to end-Sep- 
tember. A final dividend of 
2£3p makes a 4p (3.75p) total. 

At year-end there woe no 
borrowings and cash balances 
of -SZAm after capital spending 
during the year of £2&n. 

Turnover totalled £72JJ4m 
(£74_24m). Earnings were 0J3p 
(8Afip). . 

Perpetual 

Taxable profits of Perpetual, 
the unit trust manager, were 
unchanged at £L7m in the year 
to September 3a 
Total revenue improved to 
£883m (£&2fin) but administra- 
tion costs rose from £4>£2rato 

Earnings per share were 
4-97p (4£6p) and the proposed 
final dividend is again L7p for 
a maintained total of 25 p. 

Northamber ' 

Nortbamber. a siqqdier <rf com- 
paters and assocmad products, 
reports a sharp dxop in fetTahle 
profits from £3L 13m to £21%000 


in the six «n»»Sw to Oct obe r 
31, continuing a trend that 
began with the first fell year 
dedine last ApriL 

Hie gu a m profits dwrHnft 
came on turnover down to 
£42j43m (£54^2m), operating 
profit at £5434X» (£26 to) and 
interest payable at £324,000 
(£491,000). After tax of £77,000 
(£72fr000), earnings per share 
dived to 0^2p <$p). 

Bio-lsolates 

Bio-Isolates (Holdings), the 
whey protein isolation com- 
pany, nearly dnoMri turnover 
in the six month* to June 30 
resulting in profits, before and 
after tax, rising from 248UOOO to 
-£240,000. 

The turnover increase, from. 
£1.11m to £2.04nr t was mainly 
due to the fam w ^ fn votuma 
of Bipro sedd following the suc- 
cessful completion of the plant 
expansion programme at Le 
Sueur. That trend had contin- 
ued in the second half albeit at 
a lower level owing to the nor- 
mal reduction in mflk suuolies 
during the summer and 
autumn. 

E a rnin gs par share improved 
from 026p to L2p. The com- 
pany, which is quoted an the 
USM, has not yet paid any efivt 
deeds. 

M &G Group 

M&G Grocq) has agreed to buy 
from the Norwich Union Life 
Insurance Society the freeholds 
of M&G House and Dorset 
House in Chelmsford. Essex, 
for 

Tbe group, which now occu- 
pies M&G House, has also 
agreed to take an assignment 
erf the leasehold of the attain- 
ing Dorset House from its pres- 
ent occupiers, expecting to 
take possession in the second 
half of 1S9L 

The purchase is eipected to 
reduce MAG's taxable profits 


£l2m. The brewery's delayed 
move into profitability is a key 
issue. Devenish may be forced 
eventually to quit brewing 
unless the business can be 
boosted by securing further 
outside contracts. The man- 
aged estate is doing well but 
the performance wfil have to 
he maintained — which may 
not be easy if capital spending 
is contained. The market 
would become nervous about 
interest com if there is a far- 
ther increase in debt That 
said, the shares have been sub- 
stantially underperforming, 
and with an asset hacking of 
285p per share compared to 
their c u rre n t I32p level, some 
bold pu n t era may step in. 


by about CMQJOOO in the short 
term, being the difference 
between £2.5m In interest 
income forgone and about 
£Lfim saving on rent, at cur- 
rent rates. 

Clayhithe 

CSayhithe, the I mmu fanani and 
property company, warned 
that results for its aamnd half 
may be modi lower than last 
time’s £3m. The company 
Warn art pfnrmrrtp and political 
t ww»rMwtia« md high interest 
rates. 

Taxable pro fi ts for the six 
months to September 80 
improved 21 per cent to £251m 
(£2.07m) cm turnover of £UJ9m 
(fll-35ra). Eanrings per share 
were 9-85p (856p) basic dr 9.11p 
(7.93p) fnlly dilute d. Th e 
interim duridead is maintained 
at L8p. 

Stewart & Wight 

Stewart & Wight, the pr o perty 
investment ' company, 
increased pre-tax profits by 42 
per cent, from £106,000 to 
S15Q.00& in the six months to 
September 30. 

Earnings per share increased 
from 86 .9p to 223.97p but in 
accordance with previous prac- 
tice th e board derided not to 
pay an interim div idend . 

Hardys & Hansons 

An 18 per cent expansion in 
annual profits was yesterday 
reported by Hardys AHanetme, 
the Nbttmghambased indepen- 
dent brewing and hotels group. 

The increase for the 12 
months to September 28 - 
from 2556m to simsm — was 
achieved on turnover of 
mftOm (g22J32m). 

Eanrings per share wnaiy d 
at 8L83p (69J9p). A recommen- 
dedfinal c rijmd of 22^p Hfta 
the total for the year to 335p 
(28JPX 


December 1990 


This announcement appears as a matter of Tecord only 
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Danes get 
Fresh with 
£92.4m 
purchase 

By Clay Harris, Consumer 
Industries Editor 

THE DANES are on the 
doorstep in northern England. 
MD Foods, Denmark's largest 
dairy group »n4 th> wmW nf 
Lurpak butter, is to buy Asso- 
ciated Fresh Foods in a deal 
valuing the UK mfik and dairy 
products supplier at £92.4m. 

AFF, which was the subject 
of a £65m management 
buy-out from Asda In 1987, 
had suggested in July that it 
planned a stock market flota- 
tion next year. The Leeds- 
based company changed its 
mind after rece i v i ng the offer 
from MD Foods. 

The deal includes Associated 
Dairies, the original business 
from which the Asda super- 
store chain grew and then out- 
grew. It now delivers fresh 
milk to 850,000 northern 
homes and to retail outlets 
throughout the UK. AFF's 
Cravendale Foods subsidiary 
markets other dairy products. 

The Danish company is pay- 
ing £43.4m for AFF's e quity 
miJ assuming responsibility 
for £49m in long-term debt 

About 250 members of AFF’s 
wi Mupminrf will share more 
than £7m. Mr Frank Blake, 
managing director, declined 
ye s terday to say bow much he 
and his colleagues had 
invested on pre fe re n tial t erras, 
but they appear to have multi- 
plied their outlay by at least 

3 Vi Hina In th*> cama iwmhuy 
of years. 

MD Foods, a co-operative 
which had sales of DKrll91m 
(£1.1 bn) in the year to October 
1989. has been seeking oppor- 
tunities for expansion since 
last year. Its vehicle for the 
AFF purchase, MD Foods 
International, Is also backed 
b y the D anish Dairy Board and 
hmtihitiimyi investors. 

fit addition fo T.nr pnk | MT> 

Foods exports cheese under 
the Danish Blue brand. The 
UK is its largest single espart 
market. 

AFF reported pretax profits 
of £3.6m, after an interest 
charge of £7.4m, on sales of 
£164m in the year to April 30. 

Finance for the original 
boy-out was arranged by 3L In 
the latest deal, AFF was 
advised by hazard Brothers 
and MD Foods by Unibank. 


Downturn in domestic heating 
demand clips BSS by 8% 


By Jane Fuller 

WEAK DEMAND fin: domestic 
heating equipment lay behind 
an 8 per cent fell in interim 
profits at BSS Group, which 
also distributes heating and 
other pipeline gear to the 
industrial and commercial sec- 
tors. 

While turnover for the six 
m ont h s to end-September rose 
by 33 per cent to £107 96m 
(£8L39m). reflecting last year’s 
domestic heating acmiisitions. 
taxable profit fell to £6.08m 
(£6. 63m). 

Trading profit was slightly 
ahead at £7.4m (£7.02m), but 
interest costs more than tre- 
bled to £193m (£386,000). 

Mr Alan Milne, financial 
c&rector, said that while 20 per 
cent of the sales growth came 
from the Labone and Heatek 
acquisitions, which supply the 
domestic market, there had 
been about 8 per cent real 
growth in the established 
industrial and commercial 
businesses. 

As the domestic market was 
down 12 per cent and the 
industrial side was at best flat, 
this pointed to gains in market 
share, he said. 

But profits had been hit on 
the domestic ride, which was 
a f fected by the slump in house- 


BSS Group 


Share price (pence} 
400 : 



building and fewer house 
moves. Margins had held up 
quite well in the bigger, indus- 
trial and commercial 
Operations. 

Earnings per share fell to 
18£p (22.4p) as a result of last 
autumn’s i-for-10 rights issue 
at 425p. The interim dividend 
Is held at 5.75p. 

• COMMENT 

When BSS spent £ism to buy 
Labone and Heatek last year, it 
knew it was getting into 
domestic heating at the bottom 
of the cycle. The hope was that 


the new business, which now 
accounts for about 30 per cent 
of turnover, would recover in 
time to offset the trough In 
commercial b uilding . Now tha 
worry is that the commercial- 
industrial side is following 
domestic demand downwards. 
BSS should, however, limit the 
damage even if it cannot avoid 
an unhappy overlap of weak 
markets. First, there are one or 
two signs that demand is pick- 
ing up for domestic heating 
equipment and this may be 
helped by the early blizzards. 
Longer term, the theory la that 
a wave of systems installed in 
the 1970s is ready for renewal. 
Second, the strength of BBS’s 
national network supplying 
commercial customers should 
mean that It will be one of the 
least hard hit by the downturn. 
One quibble is that borrowings 
are set to stay higher than 
desirable during a difficult 
period. A forecast pre-tax profit 
ol £13. 5m, compared with 
£14Am last year, gives a pro- 
spective multiple of about 7 on 
yesterday’s closing price of 
292p, down 3p. As a small 
profit decline is also expected 
next year, the price looks, as 
ore analyst described it, finely 
poised. 


Higher interest income behind 
Blick’s 5% advance to £5.7m 


By Richard Gourfay 

BLICK, the workplace 
docking-in equipment com- 
pany, reported a 5 per cent 
increase to £5.7m in pre-tax 
profits for the year to Septem- 
ber 30. 

Interest receivable Increased 
from £200,000 to £573^00. 

Turnover was £22.03m 
(E21.77m). a fell in equipment 
sales being more thaw offset 
by increased business with its 
existing customer base. 

A recommended final divi- 
dend of 4Ap, Wte the total for 
the year to 7p. up 6 per cent 

After tax of £L61m (£L6m) 
earnings per share were 19.63p 

(18.62p). 

During the year bal- 
ances increased from i m to 
£3 Am and clawed back more 
than pi Jim in working eg p l t ai- 
The market was relieved that 


fee company was continuing 
to generate cash and the 
shares closed 16p up at 157p. 

While sales of new time 
recorders, pagers and commu- 
nications equipment fell an 
aggregate of 8 per cent in 
Blick Time Systems, sales to 
the existing customer bare, 
where margins are much 
higher. Increased by 14 per 
cent 

Mr Alan Elliot , chairman, 
said the economy appeared 
gloomier today than a year 
ago but that the company's 
resilience had shown through 
in profits earnings and the 
increased dividend. 

• COMMENT 

With cash growing in the hank 
and resilience within the exist- 
ing customer base, Blick 


might appear to be in an envi- 
able position as recession 
deepens. An imminent deal 
with its Japanese supplier 
allowing it to distribute in 
Europe will also open up an as 
yet untapped market. 

However, Blick operates In a 
world where institutional 
investors are decidedly cool 
about small companies, how- 
ever well they are performing. 
Until interest rates fell, trig- 
gering more demand and per- 
haps a resurgence of confi- 
dence in the smaller sector. 

Blick's likely earnings of 
£6m for next year, giving earn- 
ings of l9.4p on a slightly 
hi gher tax charge, means fee 8 
times prospective multiple is 
unlikely to excite too much 
interest. 


SCOTTISH 

& 

NEWCASTLE 

BREWERIES pic 

Interim trading results 
FOR THE SIX MONTHS ENDED 28 OCTOBER 1990 


□ Turnover 

□ Pre-tax profit 


+ 11 % 
+31% 


□ Earnings per share +23% 

□ Interim dividend +15% 

New Strategies : Rapid Rewards 

Brewing 

Excellent volume and market-share gains in a rapidly changing industry. 

Leisure 

Crater Parcs and Pontins show strong growth with good future prospects. 
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UK COMPANY NEWS 


Little change at Dowty 


Dowty Group 


Share price (pence) 
280 ; 


By David Owen 


DOWNTURNS in information 
technology and polymer engi- 
neering have restricted Dowty 
Group to only a wafer thin 
advance from £37m to £37 Jin 
in taxable profits for the six 
months to September 30- 

However, the Cheltenham- 
based engineering and elec- 
tronics company was “not in 
the least hit unhappy* with its 
"slightly flatfish" performance. 
“Two divisions performed well 
and two are seeing some of the 
effects of the recession." said 
Mr Reginald Moore, flwnnrfni 
director. 

The market was less san- 
guine about the group’s poorer- 
than-expected figures, marking 
the shares down lOp to l&Lp. 

Trading profits were actually 
up 6 per cent at £42m, but the 
lack of property profits and 
W ghw interest bill made the 
comparison unfavourable at 
the pre-tax level. 

Interest costs increased from 
£3£m to £5m. The group said 
that gearing had risen to 35 per 
cent, against 16 per cent a year 
ago, and that debt amounted to 
nearly £100m. 

Research and development 
expenditure, partly earmarked 
for a new public data network, 
was up 16 per cent at 
Half-yearly expenditure on 
acquisitions was £18m. 

The group said that the 
effect of foreign currency 
translation cut taxable profit 
by £L5m and sales by £12m. 
Overall turnover climbed by 5 
per cent to £352£m (£336.7m). 

Aerospace and electronic 
systems, however, showed 
trading profits increases to 
£22.6m (dam) and £7Am (£6m) 
respectively. 

Aerospace saw a "strong 
Increase in product support 
activity, attributed to its abil- 
ity to provide repair and over- 
haul services for other manu- 
facturers' products. This more 
timn offset a “small decline" in 




AbmBupor 

Lord Harrowby, chairman, (left) and Tony Thatcher, chief 
executive: not unhappy with the *s]ight3y flatfish* p wfawianM 


US military business. Year-on- 
year comparisons were helped 
by the effect of strikes on the 
1969 first bait 

Higher margins at electronic 
systems were the result of 
increased deliveries of both 
Pegasus fuel systems and 
naval command and control 
systems. The unit also bene- 
fited from the lad of signifi- 
cant bid costs in the latest 
period. 

By contrast, profits from 
information technology 
dropped to £7Jm (£9.lm) in “a 


difficult market” and from 
polymer engineering to £5.1m 
(£B.2mX The polymer business 
has been hit by the closure for 
six months of Fiat Tractor, an 
important customer. 

Mr Tony Thatcher, chief 
executive, said Dowty had 
“carried our belt tight ening on 
in a steady fashion.” Casualties 
of the latest round of consoli- 
dation. had included a wmnhw 
of plants more than 500 
people. 

On the situation in the Gulf, 
Mr Thatcher «»i^ : “If it gets to 


active use of weapons, we 
would expect to see quite an 
upturn in spares demand- and 
we are ready for it.” 

- Earnings per share edged 
down to 9Jp C9-2pX 

An interim dividend of 8.6p 
GUSp) is declared. 

• COMMENT 

“Smiths Industries has the 
cash but no imagination; 
Dowty fhw imwgi Motion but 
no cash." *i vifa ann^y ufi view- 
point, though simplistic, rather 
neatly encapsulates Dowty ’s 
current predicament With its 
eye on the medium-to-long- 
t er rn plans, the group Is spend- 
ing heavily on «wWHnn» infor- 
mation technology and aircraft 
landing gear projects, raising 
gearing as recession looms. If 
it has got its timing right, the 
rewards could be substantial. If 
not, then It could be stretched 
- although with the order- 
book solid and debt levels still 
within bounds, the bells 
are not yet ringing: 

After yesterday’s figures, the 
jury is still out Analysts were 
disappointed by the polymer 
unit downturn, but there was 
some encouragement from the 
performance at aerospace. 
Assuming full-year profits of 
about £88m. the shares are an 
a prospective multiple of about 
7.5 and are not at present all 
that attractive. 


Guerin’s legacy continues to haunt Ferranti 


*-• By Tom Flannery in Lancaster, Pennsylvania and Michael Skapinker in London 


FOR Mr James Guerin, the 
at toe centre of the Ferranti 
fraud, daily discussions with 
Philadelphia-based federal pros- 
ecutors and his US and UK 
attorneys now constitute his 
routine, ft is a far cry from his 
gl a morous life as an interna- 
tional arms trader and former 
Fe n anti deputy riiMim i a n. 

Mr Guerin’s co-operation 
with those investigating his 
myriad criminal activities fid- 
lows his midsummer with 
prosecutors in the Ferranti 
case. He pleaded guilty and 
agreed to disrinap details of the 
roles he and his colleagues 
played in the alleged fraud. 

The £215m alleged fraud 
proved a devastating blow to 
Ferranti, once one of the most 
respected names in British elec- 


tronics. The co mpa ny has sold 
more than £4Q0m of assets to its 
attempt to repair the hole In its 
balance sheet 

Mr Eugene Anderson, who 
was appointed chairman and 
chief executive last February, 
says another 19 Ferranti busi- 
nesses are for sale. 

Ferranti has taken legal 
action against Mr Guerin in an 
attempt to regain some of the 
money it alleges he cost 
them. 

Last June, a UK court 
ordered Mr Guerin and some of 
his associates to repay SUftSm. 
Ferranti is attempting to 
enforce this judgment in the 
US. 

Mr Anderson said yesterday 
that “these proceedings will 
grind on. There’s no immediate 


possibility of a bonanza". 

Once Mr Guerin’s co-opera- 
tion is deemed complete, fed- 
eral prosecutors will present 
his guilty plea to a federal 
judge who will pass sentence. A 
for thin proceeding has not 
yet been set 

His pact with prosecutors 
will be likely to reduce the fines 
and prison twins hp would oth- 
erwise have faced. 

In addition to provhfing testi- 
mony and documents associ- 
ated with the fraud Mr Guerin 
has agreed to provide of 
numerous illegal arms deals 
with the likes of Chile arid 
South Africa matte through his 
company. International Signal 
and Control (ISO of Lancaster, 
Pennsylvania, which he sold to 
Ferranti in September 1967. 


As part of the plea agree- 
ment, Mr Guerin has agreed to 
sen Ids mansion in Naples, Flo- 
rida. and forfeit $600,000 of the 
proceeds to the government. 

This is in addition to the 
fines of $4.4zn paid by Parent 
Industries, Mr Guerin's defunct 
personal holding company, for 
its role in the Ferranti fraud, 
which is now estimated by fed- 
eral prosecutors, the FBI and 
Internal-Revenue Service to be * 
more than $lbn. 

Fe nauti has also launched a 
£60Gm suit in the UK against 
Peat Marwick McLintock, 
which audited ISC’s accounts 
until the acquisition. Peat Mar- 
wick is defending the action. 
Ferranti is thought to believe 
that the case will not be settled 
for several years. 


Contraction 
under way 
in Nadir’s 
empire 

By David Barchard 

TWO SENIOR figures in Hr 
Asti Nadir’s Turkish Cypriot 
publishing empire lost their 
Jobs at the weekend, andd fur- 
ther that financial pres- 
sures are forcing Mr Nadir to 
slim down his personally- 
owned media Investments In 
Turkey and Cyprus. 

Mr Mehmet Alt Akpinar and 
Mr Munir have been dis- 
missed as directors . of 
AJLGraphlcs, YeUnw Stone, 
jiwi G r’i fda cmr rumte* vticl 
publish and dhitnlnitcnewspft- 
pers and magazines in Turkish 
Bn yHih on the kiwiH. The 
dismissals took place without 
a meeting of company share- 
holders or the directors. 

They followed a brief visit to 
Cyprus by Mr Nadir who has 
spent most of the last two 
weeks at Polly Peck’s head- 
quarters in IstanbuL Mr Nadir 
left the UK for Cyprus and 
Turkey on November 15. It is 
not known precisely when he 
plans to return to the UK. 

The departure of Mr Akpi- 
nar, regarded as one of Mr 
Nadir’s most loyal lieutenants 
in northern Cyprus, is particu- 
larly unexpected though he is 
exnectedto remain as w tit w of 
Kibris, a TurMsh-language 
daily, until the New Year. He 
will be replaced as the effec- 
tive head of Mr Natter's media 
operations in Cyprus by Mr 
Begat Akar, editor of Yeni 
Gfin, another of the group’s 
newspapers. 

Apart from dominating the 
local press, Mr Nadir’s media 
Investments in Cyprus 
included a large and still 
unfinished printing works 
apparently set np with the 
long term aim of competing 
with low-cost publishing 
operations in the Far East. 
However Ids media group is 
now contracting rapidly. 

Another of Mr Nadir's Turk- 
ish Cypriot papers, Bozkurt, 
shut down at the weekend 
with debts of TL3bn (£500,000). 
About 500 of Polly Peck’s 
8,000 employees in Cyprus 
have already been made 
redundant, and a farther 3,000 
jobs are thought to be at risk. 

Eleven directors of Hr 
Nadir’s Istanbul dailies 
resigned in Turkey on Mon- 
day. Mr Nadir's newspapers 
and magazines there are 
thought to be losing same $2m 
a ffmrfh and have been show- 
ing signs of severe financial 
strains to the last two’moutks. 
A satellite televisfoa venture 
went ' into liquidation- at the 
otd of last month. 

More than 100 employees of 
Gftneg were laid off last week. 
Journalists in Istanbul say Mr 
Nadir’s pubhcatuins ore shed- 
ding recently-hired staff and 
falling back on a core- of 
longstanding employees. 


Charter Consolidated shows 
7.5% improvement to £41.4m 


By Richard Gourlay 

CHASTER Ctmsoildaled, the 
industrial holding company 
which earns the largest slice of 
its profits from a minority 
stake In Johnson Matth ey, the 
predora metals group, yester- 
day reported a 7J5 per cent 
increase to £4L4m in pretax 
profit for the six months to 
auSnSfepteniber. 

Interest on cash balances, 
which rose doe to disposals by 
£20m to £l2tin, accounte d far 
£9Jm of that profit, up from 
£&2m last year. 

The group. In which 
Anglo-American’s Luxem- 
bourg-based investment 
vehicle, Minorca, holds a 36 per 
cent stake, announced an 
interim dividend of 7p, up 7.7 
per cent on file comparable 
period, but the shares dosed 
down 17p down at 429p. 

■ Pre-tax pr o fi ts from Johnson 
Matthey, where Charter holds 
a 88 per cent stake, fell from 
gag fim to Vftg-Rtn forbiding an 
net increase tn interest earned 
of £2.4m. Charter’s share of the 
Johnson Matthey profits fell to 
from £l8m to £12 .5m. 

■ Mr Jeffrey Herbert, who took 
over as chief executive in Jan- 
uary, said he was pleased with 
the Johnson Matthey perfor- 
mance and saw more potential 
from the gro w t h in demand for 
catalytic converters for car 


tiaiM syHUun. _ , 

Pandrol, the rail tiageqtifo- 

ment company, benefited from 
acquisitions in the US and 
more than doubled operating 
profits on sales «P 84 percent 
The trading profit from tne 
operating companies ros e 81 
per cent to £l&lm, the group 
said. 

Cape, the butidhig products 
group in which Charter has a 
68 per cent stake, saw a 2 4 pm * 
cent increase in operating prof- 
its from turnover up 20 per 
cent at £97tn. 

Cape remains 60 per emu 
dependent on the UK but 
within that market a third of 
Us ^ are in industrial scaf- 
folding and insulation for 
power generating co mpa nies 
oil companies and the offshore 
industry where de m an d has 
remained relatively strung. 

Cape is also exposed to the 
uncertainty in the Gulf where 
it b— a number of contracts. 

Operating profits at Ander- 
son Strathclyde, the mining 
equipment company bought for 
£93m just before the miners 
ffti-ilm in 1963, fell from £3.2m 
to £L3m on sales down 11 per 
cent at £58m. 

Mr Herbert said the drop in 
orders was a result of the 
strong dollar, which affected 
sales to the US, and a tighter 


ordering policy at British 
Coal. 

• COMMENT 

Charter Consolidated contin- 
ues to try to convince the 
SSrid it is no longer j pra sfr 
meat trust under toe control of. 
Ando- American, through the 
SSSrco stake. The 
agement has put a lot of effort 
iStoite operating company 

with particular success for toe. 
pandrol railway-care business, 
and toe building products wc- 
tor which has remained 
remarkably resilient in appall- 
ing conditions. It 
however, a mild-conglomerate 
plagued by memories ofaequi- 
sitlons like Anderson Strath- 
clyde in 1988 and uncertainty 
about South African inten- 
tions. In recessionary times, a 
cash-rich Charter becomes a 
good defensive play, with earn- 
ings for the foil year forecast 
at £8lm, giving «rainp 
4&3p and a prospective multi- 
pie of less 9 and a divi- 
dend for the year of 2lp. But 
until Charter makes up its 
mind what it is going to do 
with its stake in Johnson 
Matthey and the South Afri- 
cans decide what Mtooroo is. to 
do with Charter, it remains 
mu-iftar where the group is 


Rise in interest income helps 
shore up Sturge at £31. 5m 


By Jan* Falter 

STURGE HOLDINGS, the 
largest independent underwrit- 
ing agency group in the 
Lloyd's insurance market, 
reported a marginal improve- 
ment in pretax profit for the 

year to September 30. 

The taxable fig u re advanced 
to £SL46m (£3UL6tn) on turn- 
over Of £41. 68m (£43. 29rn). 
While operating profit fell 
reflecting lower profit commis- 
sion from the 1987 underwrit- 
ing account, interest income 
grew to £&65m~ (£5m). 

Mr Peter Davis, finance 
director, said the group had 
done welT to improve on the 
previous year’s pretax figure, 
which had taken in the record 
underwriting year of 
1968. 

The 1988 account feeding 
into fids year’s figures would 
suffer from the softer rates 
bam of ov ercapacity. 

Next year would bear the 
double disadvantages CCT1989: 
soft teteaplUB a senes of catas- 
trophes. 

As a result an overall loss 
was expected for the Lloyd’s 
market for ttoit year, hitting 
profit commission in the 
1991-92 financial 
year. 


The good news was that the 
disasters had prompted an 
improvement in rates in 1990 
as reinsurance became harder 
to buy. “Although we are going 
into a period of falling profit, 
we can already see the 
upturn,” said Mr Davis. 

Sturge acts as members’ 
agent for nearly 3,000 Names 
and manages 24 syndicates. 
The combined grass premium 
capacity for the past year was 
VI ghn_ 

Mr Davis mid that atthong h 
there had been a fallout of 
Names over the past two years, 
the group had grown by acqui- 
sition and this would benefit 
the fixed fee income. 

At the year-end, CM-twi cash 
had been accumulated. This 
had since been roughly halved 
by acquisitions. 

Earnings per share rose to 
88*8p (36.3p), helped by the 
buying. In of shares. . • 

A ' filial dividend e/tjUjjL- 
makes a- total" of- - 16 -5p 
0SP>- - : .. 

• COMMENT 

Because at the three-year lag 
between underwriting years 
and the impact on profits, the 
most interesting Information 


was the light Sturge shed an 
prospects reaching into the 
1990s. The message is that the 
1988 and 1989 accounts are 
looking disappointing, but then 
things start to get better. Abjl 
result, this year’s pretax profit 
is forecast to fall below £20m. 
next year’s trough may be 
eiam, a recovery Is awaited In 
1992-93 and some predict a 
bonanza the year after. Sturge 
is expected to benefit from toe 
continued rationalisation of 
the industry and it is limiting 
the earnings damage by buying 
in shares. Through strong cash 
generation, it wifi, if necessary, 
be in a postion to dig Into 
reserves to maintain Aw divi- 
dend. Some of the renewed 
optimism (which follows toe 
underwriting rather than the 
pre-tax-profit cycle) has 
already fed through into toe 
share price, which closed at . 
248pyesterday compared, with, 
the 200p at widch*toe - group' 
bought in shares In August. - 
This year’s prospective multi- . 
pie is more than 10 and the 
prospective yield 9 per cent. 
The share price may weQ^ con- 
tinue to follow the underwrit- 
ing rates upwards. 


DIVIDENDS ANNOUNCED 




Current 

payment 

Date at 
payment 

Cones - 
ponding 
dividend 

Total 

for 

year 

Total 

last 

year 

BHcfc 

—fin 

4 JS 

Apr 3 

4Jt 

7 

A6 

BS8 

int 

5.75 

Jan 25 

5.75 

- 

17 JSS 

CTuHIAimlrong Ini 

1 

Jan 31 

ins 

. 

5 

Carr's MMtng 

—fin 

5.75 

Jan 24 

5.75 

7 JS 

7JS 

Charter Cons 

— int 

7 

Jan 21 

BUS 

- 

19.5 

CtaytrfUM 

—Int 

1.8 

Fab 4 

1A 

* 

6 

DMntefi fJA) 

—fin 

4J2S 

Feb 12 

3.7 

5.3 

4.65 


—int 

3.et 

Mar 30 

3.5 

- 

9 


—fin 

7.9 

Apr 2 

7.9 

12.3 

12.3 

Hardys & Hmions_Iin 

22.3 

Mar 4 

18.7 

33^ 

28.1 


—Int 

1.551 

Dec 31 

. 

. 

7JS* 

Fwpdud 

—fin 

1.7 

Feb 16 

1.7 

2.5 

2.5 

Rsmsdsn’s (H) * . 

—fin 

AS 

Mar 10 

- 

4.5 

- 

Richards 

—(In 

2.83 

Mar 4 

2.78 

4 

3.75 

Stop* 

—fin 

lit 

Apr 6 

10 

183 

15 

■Mhsctsnd § 

—Ini 

0.9 

Apr 8 

065 

- 

1.5 

THon 8 

—fin 

1.96 

Fab 22 

1.98 

2.99 

2.9 


—fin 

5.78 

Feb 4 

ass 

8.76 

7.84 


Oivldmda shown pence per share net except where otherwise stated. 
Equivalent alter allowing tor scrip Issue. fOn capital increased by 
rights and/or acquisition Issues. fiUSM stock. {Second Interim dividend. 
♦Third Market 


BOARD MEETINGS 


TIM Mowfem co m p d ta, twv a o Wta d dam 
of Board n m U n sa IB 0w Stock Exchange. 
Such n waa ngi an tauany bald tor Sm bw 
poaa o* conaMartog dtvManda. OMdal kxflc*- 
ttona an* not a v a »a«a aa to w t i rt hw Sta 


TODAY 

H ai f a Sahar Hanto Sainton, — wans. 
B orttnaWia. Minor (HP). Rna Art Pa n tos 
manta, FiXtor BmH» A Tima. MS M. Platan 
tad. Ptymu. Samara Tram. Una. WtortaH Rob- 


Ptnata- AlMon, Carlton Common katkana, 
Chamrtas. Compaaa, Ctu ewMt P wsa rt laa. 
C3T Mata (StarttaoJ. Mar flat Hindoo. TSB 
Bank Choanal Wanda. Vann 


Mar. S 
Mar. 7 
Mar. 4 


Murray inoomTat. 


Murray MS Tat. 
Paraunmon __ 


This notice Is issue d In compliance with the re q u ir ements of the Cornell of the In t ernati onal 
Stock Exchange of the United Kingdom and the Republic of Ireland Limited ("The Stock 
Exchange”), ft is not an Invitation to any person to subscribe for or porch as e A' Ordinary Shares 
of 5p each hi Merchant Manufactory Estate Company PLC 

Application has been made to the Council of The Stock Exchange for the grant of pe rmissi o n to 
deaf tn the 'A' Ordinary Shares at 5p each In the UnOsted Sec nri t le a Market. It b emphasised 
that no application has been made for these securities to be admitted to fisting. 


Merchant Manufactory Estate Company PLC 

OMaipotmd to Oghwf and MUM* and* A* CampmlaAet rMMl with regbtvwd tunbtr 1872X0) 

RIGHTS ISSUE 
of up to 

39,973,491 'A' Ordinary Shares of 5p each 
at 5p per share on the basis of 
3 'A' Ordinary Shares for„eveiy 2 Ordinary Shares 


SHARE CAPITAL 
(following the Rights lame) 

tail ed a n dOmSted 

Authorised oshrifyptU 

£ Number £ Number 

10 ,000,000 40,000,000 Ordinary Shares of 25p«adt 6, 662^48^0 26*48,994 

JJBOOJH* 4OjBO0fiM 'A* Ordinary Shares of 5p each 1,998,674.55 39,973^491 

Detaib of the above men tio ned shares are included in the Companies fiche Serv ic e available 
from The Sock Exchange. 

Copies of the d ocument describing the Rights issue relating to Merchant M a nufact ory Estate 
Company PLC may be obtained during normal office hours for the next two buthtew days from 
The Stock Exchange Company Aitnocmcementy Office, 46-50 Finsbury Square, London EC2A 
1DD and on any weekday (Saturdays and public holidays excepted) up to and mdndmg 27th 
December, 1990, from: 

Creig Middleton A Co. LUL, 

66 Wilson Street, 

London EC2A 2BL 


12th December , 1990 


Tiphook takes 
9.9% stake In 
TIP Europe 

By Andrew Hill 

Tiphook, toe world’s second 
largest container rental com- 
pany, has bought a 9-9 per 
cent stake in HP Europe, the 
ri val t railer rental gro up . 

TIPs shares rose 17p to 58p 
on the news but Tiphook said 
it had no intention of making 
a hostile bid for the Anglo- 
Dutch company. 

Shares in Tiphook, which 
has a fleet of 31,500 trailers, 
slipped lOp to 358p. 

Mr Robert Montague, 
Tiphook’s executive chairman, 
said yesterday that the group 
was unlikely to increase the 
stake substantially above the 
10 per cent leveL “IPs purely a 
distanced investment and it’s 
not a prelude to a bid or a 
carve-up in the industry," he 

nHiWI 

Two weeks ago, TIP, which 
tian been building up a Euro- 
pean network, warned that its 
pre-tax profits would fall 
below the 1989-90 level 
lyraiwa» of a drQP in HmwaiWf 
for its UK fleet 

Its shares slipped 22p in a 
day to 49p. 

At yesterday’s dosing price 
tiie company, which operates a 
fleet of more than 20,000 trail- 
ers, is worth £5L5m. At the 
beginning of tills year Tiphook 
bought a 4,600 traflera from 
Barclays’ Mercantile Group for 
£9J85m. 

Tiphook’s stake would com- 
plicate any bid for TIP. The 
group’s second largest share- 
holder at the end of 1988-90 
was ltd Corporation of the US, 
with a 6.4 per cart stake. 

In October, ltd sold Hs mul- 
ti-purpose container leasing 
and service assets to Genstar, 
a subsidiary of General Elec- 
tric Capital Corporation, for 
£825m, reducing its gearing 
and doubling Genstar’s con- 
tainer rental fleet. 


T&S £4.3m buy 

T A S Stores has agreed to 
purchase 22 convenience 
stores from JCR News, part of 
the Johnson News Group. The 
consideration Is £A3 m which 
includes leaseholds and fix* 
tores and fittings valued at 
£L9m. In addition, stocks wifi 
be acquired with an estimated 
cost of £800,000. 


Cattle-mart haggling gives losers a stake 

Kieran Cooke on the rescue plan between Goodman and its banks 


N O WINNERS have 
emerged from this 
week’s rescue plan 
agreed between creditor banks 

and Goodman T ntenm tlnnfll . 

Under the terms of the res- 
cue package, 83 banks owed 
more than I£50Qm (£464m) fay 
the Irish Republic’s and 
Europe's biggest beef proces- 
sor and exporter wifi have to 
wait for up to seven years to 
what will probably be 
80 per cent of their 


Mr Larry Goodman, the 
Irish “beef baron" who buflt 
up the privately held Good- 
man group over a 30-year 
period, loses control of his 
empire, with his dreams of 
becoming one of the big play- 
ers on Europe’s agribusiness 
scen e consigned to the offal 
yard. 

A company which accounts 
for about 40 per cent of 
Ireland's vital cattle slaughter- 
ing and processing business 
will now effectively be under 
the control of the banks - 
mostly foreign institutions 
who are not particularly con- 
cerned about the fete ox Irish 
agriculture. 

In the wider context, the 
Goodman affair — th« big ge st 
company debacle in thehls- 
tory of the Irish state - has 
damaged Ireland's business 
reputation. 

Mr Dick Spring, leader of 
the Irish Labour party, told 
the Irish parliament: “We have 
been exposed, in the eyes of 
toe international financial 
community, as an economy 
wilting to tolerate cowboys." 

The agreement on the res- 
cue package - reached only 
hours before yesterday’s High 
Court deadline - has been 
reached after bitter and 
lengthy cattle- mart style 
haggling between the banks 
and Goodman International. 
The banks have been forced to 
buy a rogue steer. They have 
been forced to continue to do 
business with a man who they 
accuse - at the very least — 
of repeatedly misleading 
them. 

Several banks have alleged 
in court that Mr Goodman and 
his associates gave them 
incorrect Information about 
the State of Gonrinmn Intern w- 


tionaTs finances. 

They have also alleged that 
Goodman broke borrowing 
agreements by using funds 
advanced for day to day work- 
ing capital purposes to make 
multi-million pound invest- 
ments on the London Stock 
Exchange — by buying an 8 
per cent stake in Unlgate 
(since sold) and a disastrous 13 
par cent stake in BerisforcL 

But. from the beginning Mr 
Peter Fitzpatrick, the exam- 
iner appointed to Goodman, 
last August after the full scale 
of the group's debts became 
known, made it clear that the 
banks really had no choice. 
Liquidation — offering banks 


B8m in family trusts con- 
siderable land holdings in 
Ireland's northeast — remains 
intact. 

Within Ireland there is con- 
siderable surprise that Mr 
Goodman has escaped so 
lightly. Far smaller creditors 
have been treated less well 
than the banks. But Mr Good- 
man observed one of the main 
borrowing maxims: owe a 
thousand pounds to the hawfr 
and you have a problem, owe 
one million and the bank has a 
problem. 

In many ways the Goodman 
banks have only themselves to 
blame for the mesa they find 
themselves in. Banks with 


Tins High Court in Dublin said it would 
give its response to the Goodman rescue 
package on December 19. The Coart said it 
would also hear the arguments of Goodman 
creditors opposed to the plan on that day. 
According to the terms of Irish companies 
law the future of Goodman Tirfernfltin n a | 
has to be decided by the end of the month. 
In a separate development Banco Bilbao, 
owed I£10m by Goodman, had its case to 
wind np Goodman International^ UK 
holdings adjourned to mid-February by the 
High Court in Belfast. 1 J 


at mast 30p in the pound over 
an extended period - was “too 
awful" to contemplate, said Mr 
Fitzpatrick. 

Though the rescue plan 
iwana that for the thna hgmg 

Mr Goodman loses control of 
his company, he can “claw 
back” 90 per cent of toe 
group’s share mrdtat depend- 
ing on company performance 
over the mart few years. Mr 
Goodman will remain in day 
to day charge of Goodman 
International as managing 
director. He has also been 
promised immunity from 
future prosecution by the 
hanks Involved. 

Mr Goodman’s personal 
wealth - said to include up to 


headquarters in Helsinki and 

Vienna, Tokyo and New York, 
participated in what one 
banker called a “lemming like 
rush to lend to ■ Goodman, 
encouraged by talk of his enor- 
mous, but never disclosed. 
wealt 5’ his alleged political 
ranitections, ami Us entrance 
into difficult markets Eke Iran 
ana Iraq. 

bank, which .had lent 
JBSOm, pulled in its loan early 
test year % Allied Irish B SSf 
Goodmans main banker for 
20 years. 'teducS 
to a fittfe over 
Kam from a figure said at one 

“ft was dear to anyone who 


bothered to look that there 
were serious problems” said 
one banker. "The pounding 
Goodman was taking on his 
Berisford shares was obvkms. 
Long before the Iraqis moved 
into Kuwait, Goodman had 
allowed debts with Baghdad to 
pile up. But banks did not 
read, or want to read, the dan- 
ger signals.” 

. Fart of the Goodman rescue 
plan involves pay-. 

tog back I£lG7m for beef ship- 
ments dating back to 1987 or 
Goodman being successful in a 
court action against the 
government for the with- 
drawal of various insurance 
policies covering its trade with 
Baghdad - cancelled after 
certain “statistical discrepan- 
. ctes” had been found in export 
documents. 

With a court action pending; 
the Irish government is not 
exactly favourably disposed to 
toe plight of Goodman. Mr 
Desmond O'Malley, the Minis- 
ter for Industry and Com- 
merce, has said that Gootbnan 
will not be rescued “on the 
tacks* of Irish taxpayers or 
tenners. 

Mr Goodman has always 
made much of the central 
place he holds in Irish agricul- 
ture. He has said he employs 
2,500 people - though how 
many of those are full time 

employees has never been dis- 
closed. 

Irish formers have become 
Increasingly worried about 
what they consider to be profi- 
teering by meat processors 
tike Goodman. The main oppo- 
rition party has called for the 
break-up of the Goodman 
group. 

In the end it seems Hm* only 
toe teams of pubHc relations 
people, the accountants, solici- 
tors and barristers in Dublin. 
London and Cyprus (where 
more than l£20m of Goodman 
has ended up in what 
Irish government mtnigftM * 

jteserfbed as "shadowy dreum* ■ 
ganceO have benefited from 
the affair. For axamp in Mor- 
USinvest* 
5““ ten*’ if said to have 
services xefr 
™L “ ^ course of rescue 
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COMMODITIES AND AGRICULTURE 


EC criticised over failure 
to police cereal curbs 


By Tim Dickson in Brussels 

SERIOUS CRITICISM was 
yesterday lerolled a gain g» Tp«q. 
sores introduced by the Euro- 
pean Community to cnrb cere- 
als output. 

In its annual report for 1968 
the Court of Auditors, the EC’s 
chief financial watchdog, 
claims that neither the produc- 
tion tax known as the oo-ie- 
sponslbflity levy nor the set 
aside scheme designed to t*k» 
land out of production h as 
been - working properly. 

The report highlights ineffi-< 
dency in both Brussels and. 
member states, cttfn g the EC’s 
“failure to take appropriate 
action against French levy ccd- 
lectors who refhsed to remit 
smns collected and against Ital- 
ian authorities who jn«* ggHy 
applied hi the first year a sys- 
tem othar than the approved 


Yesterday’s offering Is less 
dramatic than some of the 
court’s more lurid descriptions 
of community bookkeeping aid 
accounting 'fliteighte rtf h«wi — 


but it eontfnnea the recent tra- 
dition of pinpointing areas of 
slack management. Recent 
developments - . notably an 
angry attack on the court by 
Commission President Mr Jac- 
ques Deltas in front of MEPs in 
Strasbourg - suggests that its 
message is hitting home. . 

C r i t i ci sm at set aside is par- 
ticularly sensitive at present 
given the pressure to expand 
its scope likely to be orated by 
the Germans during next 
yearns farm price negotiations. 
The court, however, crmdndes 
th at it «»n fmd “no e vidence 
that the set aside scheme has 
significantly reduced the pro- 
duction of cereals. Take up has 
been low and in many cases 
the most marginal i»md i )!W 
been set aside.” 

Controls in some respects 
are “extremely difficult to 
attain,” notably for the fallow 
option under which the spread- 
ing of organic waste and the 
use of herbicides are forbidden. 

The ftwnmfaanw cHonlri con- 


sxder, says the court, raising 
the minimum a rea and/or the 
percentage of arable land to be 
set aside, and prohibiting the 
inclusion of part-time fields 
and strips Of land. 

As for the co-responahflity 
levy, which was introduced at 
a rate of 3 per cent in 1986, the 
court says that “for one reason 
or another the levy is not col- 
lected cm about half of all cere- 
als production and on more 
than 60 per. cent in certain 
mwwh w states.” 

The weaknesses show that 
the system is “complicated and 

O pen b* mqp i ptnlarirm and Tratte 

to unequal treatment of pro- 
ducers and collectors.” A 
proper management of the 
scheme “would require a very 
considerable supplementary 
administrative effort by the 

imtfamil M ilmi i iiMliJ i t inw- ” 

# Wfl fawn mlnirt Mit ng pporf tn 

ggtwwri the mo ra+pHm^ on the 
mflk4mosting hormone bovine 
somatotrophln (BSD for one 
year. 


Committee urges sharp cut in 
Norwegian farm subsidies 


By Karen Fossil, in Oslo 

NORWAY SHOULD reduce 
support to its farming industry 
by two thirds and realign its 
agricultural policy to become 
more market-oriented, accord- 
ing to a report published yes- 
terday by a government-ap- 
pointed committee. . 

The committee, led by Mr 
Haavard Alstadhein, was 
appointed three years ago to 
study Norway’s highly subsi- 
dised farming industry. Its 
1,000 page report will be used 
by the minority Labour gov- 
ernment in drawing up a white 
paper .and in realigning its 
future agricultural policy. It 
wfll also be used as. the basis 
for future negotiations on sup- 
port measures. 

The white paper is to be 
presented to the Starting, the 
Norwegian parliament, in the 
middle of 1991, after tybe com- 
pletion of a six-month round of 


hearings. However, its content 
will be contingent on the out- 
come. of on inter- 

national farming poficy in 
Uruguay Round of the- General 
'Agreement on Tariffs and 
Trade and will be ftiftuftnced 
by any agreement reached 
between the European Free 
Trade Association, to . which 
Norway belongs, and the Euro- 
pean Oom numgy to establish a 
so-called European Economic 
Area. 

Currently there are 100 price 
support measures by which the 
Norwegian government aids its 
farming community. In 1990 
about 100,000 fanners received 
support According to govern- 
ment figures, Norway’s farm- 
ing industry was subsidised 
this year by between Nkxlfim 
(£980m) and NkrlSbn. 

The Alstadhein committee, 
comprised of representatives 


from various farming interest 
groups, appears to be at logger- 
heads over many issues cov- 
ered hr the report and seems to. 
have problems in developing 
proposals for achieving the 

gifuffi yi* irun-Wit m i wrtjil l i n that 
ft calls for. 

The realignment will result 
over time in a natural reduc- 
tion in the wiunher of farwmra 
receiving government support, 
the report warns, though this 
should not be at me expense of 
a redaction in the total area 
cultivated. 

It suggests that in remote 
areas of Noway a necessary 
level at go v er nm e nt subsidies 
dwriii! be maintained and Am* 
measures should continue to 
restrict imports of agricultural 
products to a level that will 
secure the futur e of Norway’s 
far ming industry so as to 
ensure adequate food supplies. 


MINOR METALS PRICES 


Prices from Metal Bulletin (last 
we ek’s in brackets). 

ANTIMONY; European free, 
market 99.6"per cent, $ per ' 
tomBe, ihiWimKjUse, l,63p-L67ir : 
(same). . .. * 

BISMUTH: European free 
market, ndn. 99.99 per cent, $ 
per Ib r tonne lota in warehouse, 
2.75&90 (same). 

CADMIUM: European free 
market, ndn. 995 per cent, $ 
per lb, in warehouse, L35-L55 
(L15-L35X 

COBALT: -European free 
market, 995 per cent, $ per lb. 


in warehouse, 1250-1290 (1220- 
12.60). 

MERpURY: European free 
market; min. S&99 per cent, 0 
per 78 Jb fl«S;3n warehouse, 
lKrlfS. (same). 1' . ' .V V ' 
MOLYBDE NUM: European : 
free m a rke t, dru mm ed molyb- 
dic oxide. % per lb Mo, in ware- 
house. 252-250 (same). 

SELENIUM: European free 
market, min 995 per cent. % per 
lb. in w arehou se, 4595.4a 
TUNGSTEN QBX: European 
free mgrfrt>*_ gfatwfaw i mm 65 
per cent, $ per tonne unit (10 


kg) WOj. cfL 87-49 (sameX 
VANADIUM: Europe an free 
market, nan. 98 per ceat, $ a lb 
VA, cit 25&245.CUS430. 

uRANIUMi:. ” .. Jtuexco 
exchange value; % per 3 !^ 

1L45 (same).'* - - ■ ' - 


y«l Hondeyta elate) 
ton— 

Aluminium 

-1j8W to 30*960 

Copper 

-450 » 182550 

Lead 

-428 to 42J3BO 

Wdtel 

-474 to 3^68 

Zjoo 

-1528 to 54260 

TW 

+1,335 to 174U5 


Brussels compromises on fishing row with Canada 


By Lucy Kellaway in Brussels 

TEE EUROPEAN Commission 
moved closer yesterday to set- 
tling its long running fisheries 
dispute with Canada, with a 
set of proposals on fishing quo- 
tas which broadly accord with 
the advice of the North Atlan- 
tic Fishing Organisation. 

Until recently the European 
Co mm unit y lym insisted on 
setting its own quotas - 
resulting in a dispute bitter 


enough to sour bilateral rela- 
tions. The rammindim yester- 
day proposed that the EC abide 
by eight out of ten of the Nafo 
quotas, Much would mean cut- 
ting the EC quota in the North 
Atlantic waters for «*»»«> fish 
by 35 percent 
However in three key areas 
it has rejected the refusal of 
Nafo to allocate the commu- 
nity any quota at all. and is 


proposing that it should con- 
tinue to set its own autono- 
mous quotas. In the most sen- 
sitive section, covering cod 
fishing In one of the biggest 
zones, tiie commission is sug- 
gesting a new quota for 1991 of 
27,000 tonnes. Although this Is 
lower than the 32,000 quota for 
1990, it compares with a zero 
quota proposed by Nafo. 

The Commission, said yester- 


day that it considered the dis- 
pute was reduced to 
“extremely moderate levels” 
and that the economic impor- 
tance of the disputed quotas 
was not great enough to be 
worth threatening the whole of 
EC-Canada relations. It is hop- 
ing therefore that agreement 
(am be reached with Canada on 
all the issues so as to reopen 
the fiwhfag in Canadian waters 


to the give EC boats access to 
ranattign ports. 

Brussels is suggesting that 
the difference between the two 
skies’ evaluation of the sdex- 
tific data should be reduced, by 
cutting the total catch level for 
this year. It points out that the 
EC autonomous quota has 
already been greatly reduced, 
having been set at 84,000 
tonnes for 1989. 


All systems go for Chilean copper giant 

Leslie Crawford on the record-breaking development of the world’s richest deposit 


T HERE IS a lot of Christ- 
mas cheer around La 
Escondida, the richest 
copper deposit in the world, as 
it prepares to ship its first 
batch of copper concentrates 
six months ahead of schedule. 

Ev eryone, beginning with 
BHP-Utah Minerals Interna- 
tional, thg mine’s operator en d 
major shareholder, is proud 
that this glim project has been 
completed in record time and 
yi ffOrq muter budget. 

“It has gone like clockwork," 
says Mr John Tfarmah, a Cana- 
dian who worked at the High- 
land Valley copper mine in 
British Colombia before com- 
ing to Chile to supervise la 
Escondida’8 development. 

In just under 30 months, 
giant electric shovels and 
trucks have transformed the 
lunar landscape of the Ata- 
cama desert. They have 
scooped out a hole 1 km across, 
15 km wide and 200 metres 
to expose La Rscondida’S 
treasure. The task was 
completed in October, when 
8,600 people were working 
round tiie dock to create the 
second biggest open-pit copper 
mina in the world gftpr Chu- 
qmcamata, nif> in chcia. 

At daybreak, the towering 

T.lnllgl Tiara volcano C&StS R 

shadow over the gaping liniw, 
and from the top of the (w™, 
earth-removing trucks that 
would dwarf a two-storey 
house look no bigger than 
Dinky toys. ‘ 

While the mine was being 
stripped, power lines were 
brought from the Tocopilla 
power station north of Antofa- 
gasta and work began an the 
rawrantrnt n r plant 8&d storage 
tanka. Water ba« bad to be 
tapped from underground wells 
in nearby salt flats and 
pumped up to the mine, 3500 
metres above sea leveL 
The turqdse-bhie steel struc- 
ture of the conc en t rato r plant 
is £be only-, splash o£ colour in 
frie bfalewa desert. Tmriria toe _ 
mijang has just begun and Mr 
Hannah is supervising- the 
final ii ^jn.'rfiTipnt B to Hv com- 
puterised production process. 
“I hope the new equipment win 
outgrow its teething problems 
in under six months .” he says. 

At the moment, the plant, 
designed to produce 2,000 
t onnes of copper sulphide con- 
centrates a day, is working at 
three-quarters of foil capacity. 



Giant earth-removing trucks look like Dinky toys frtnn the 200 metre deep pit’s edge 


The conce n tra te s ere mi « mi 
with water and shuried down a 
165 km Trinaltna. which ZUT-zaKS 
past ghost nitrate towns of the 
turn of the century to La 
Escoodida’s own port faHinfe* 
at Coloso, just south of Antofa- 


At Coloso, the c on ce n trates, 
containing 42 per cent copper, 
are driari and transported on 
conveyor belts to cargo vessels. 
Mr Hannah expects that the 
maiden shipment of 25,000 
tames of concentrates will be 
haading for Japanese gmpltwR 
before C h ris tm as. 

La Escondida’s biggest eco- 
logical challenge was how to 
dispose of the highly «aHm» 
water once the concentrates 
had been filtered out. Canadian 
environmental consultants 
designed a filter plant and 
sprinkler system to discharge 
the water L3 km out at sea, 
where the im pact on marina 
life will be m in fmaf, 

Tt was a small problem but 
wedecided -to do it right,” says- 
Mr Hannah. La Escondida, be 
explai ns, was keen to avoid 
future problems with the grow-- 
ing environmentalist lobby in 


Aa(d e from launching this 
huge operation, Mr Hannah’s 
main concerns are worker 
safety and getting labour rela- 
tions right. Most of tiie 850 
miners come from medium- 
sized mines and they are being 
trained to operate giant 
machinery. They are given 
safety talks before each shift 

U nlike the copper work- 
ers at Chuquicamata, 
the mine run by Cod* 
elco, the state-owned Chilean 
Copper Corporation, La Escan- 
dida’s workforce is not union- 
ised. Pay is lower than at Chn- 
q nirama ta, but La Bscondida is 
building subsidised housing for 
em ploye e s* far»nip« fn Antofa- 
gasta, the nearest town, 180 km 
away, and offers all mod-cons 
at the campsite, including 
cable television. Brazilian soap 
operas, with their emphasis on 
famate nudity, are particulady 
popular with the miners. 

La Escondida win also set 
new productivity standards in 
f inite- The miners* w o r k ing 12- 
hoar shifts on a four-days-on/ 
fourdayauff rota, will produce 


RTZ of the UK and HHP of Australia wffl not 
go ahead with a USSSOOm copper smelter 
project for nor t he rn Chile. RTZ said yester- 
day a feasibility study by Davy McKee 
showed the smelter, which would have pro- 
duced 200,000 tonnes of copper in cathodes a 
was not cost effective. The derision 


would not have any impact on the Escondida 
project. RTZ said. Outokumpu of Finland 
was to have provided smelter technology and 
Anglo American Corporation of South 
Africa , and BHttton, the mining and metals 
part of tiie Royal Dntch/SheU group, were 
also to have been inv o lv ed . 


produce 760.000 tonnes erf con- 
centrates a year - about 4 per 
cent of world output. It will be 
the third largest copper mine 
in the world after Codelco’s 

riiiM|»lraimafai «mri R1 T awtonte 

divisions. La Escondida and 
other new private-sector cop- 
per projects will play a key 
role in boosting Chile's capper 
exports at a time when Cod- 
eteo's mines are suffering from 
exhaustion and falling ore 


at least three times more cop- 
per per worker than the over- 
manned Codelco mines. The 
rota appears to suit the miners. 
“We can spend more time with 
our families and we get more 
rest b etwe e n shifts,” says Mr 
Raul Podesta, an engineer at 
the site. At Chuquicamata, 
nrinaw work eight-hour *driffai 
and a six-day week. 

La Escondida, meaning “the 
hMifan one” is a fitting lump 
for a mine that almost 
remained undiscovered. A 
chance drilling 10 years ago 
struck the richest copper 
deposit in the world. Its geolog- 
ical reserves of LSbn tames 
are expected to keep the mine 
productive well into the 22nd 
century. During the first 10 
years of its operation the ore 
grade win average 25 per emit 
copper. This is twice the con- 
centration found at Chnqoica- 
mafa, white US and Canadian 
mines are operating with 04 
and 05 per cent ores. Over 50 
years. La Escondida’s ore 
grade will average 2J. per cent 
copper . 

Once mining is in foil 
in mid- 1991, La Escondida 


Yet La Escondida did not 
have an easy birth. When BHP- 
Utah and its partner Rio Unto 
Zinc derided to develop the 
mine in the mid-1980s, giant 
copper projects and tending to 
Latin America were equally 
out of favour with interna- 
tional banks. 

So a unique financing 
arrangement was struck: 77 per 
cent of La Escondida’s output 
was sold in advance in 12-year 
contracts to Japanese, German 
mA Finnish smelters. These in 
tom undertook to raise two- 
thirds of the prrieefs capital 
requirements from their coun- 
tries’ official credit agencies. In 
addition, a consortium of Japa- 
nese smelters, led by Mitsubi- 
shi, decided to taka a 10 par 

ranf rialw in tha min» and the 

World Bank’s International 
Finance Corporation also 
pitched in with a 25 per cent 
aharetioMIng - 

By rnid-1988 the flmmiring 
package was ready. But the 
toughest question remained to 
he answered: would Chile's 
political stability hold during 
the delicate transition from 
dictatorship to democracy? La 
Escondida’s owners gambled 
that Chile’s favourable foreign 
investment laws would not be 
touched by the new govern- 
ment that yihn proj- 
ect would be safe. Their gam- 
ble paid oft. 

Mr Robert Davies, tiie mine’s 
financial director, expects La 
Escondida to ™»i"* a profit In 
its first foil year of operation. 
This despite the impending 
recession in the US, which is 
expected to weaken copper 
prices next year, and interest 
payments on a 8500m debt 
which will run at $45m a 
month. Production costs will 
total 45 cents a lb, slightly 
higher than Codelco’s outlays 
but well below the operating 
costs of US and Canadian 
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WORLD COMMODmES PRICES 


MARKET REPORT 

Aluminium prices were again in 
retreat on the LME yesterday. 
Traders said the market remained 
under pressure lor most of the 
day from LME stocks figures which 
fell a smaller than expected 1,675 
tonnes and followed Monday’s 
news of a 69,000 tonnes rise in 
IPAI unwrought producer stocks. 
"This has knocked foe stuffing 
out of the technical bounce,” said 
one-trader, referring to foe feet 
that before foe IPAI stock news, 
prices looked on course to reach 
a target of $1,625 a tonne tor three 
month metal following an upside 
chart breakout at $1545 last week. 
Lead prices eased on news that 
Asarco was cutting Its price by 

London Markets 


2 cents to 35 cents a lb. Traders 
said the US price cut unsettled 
the market as ft Indicated that 
there was no improvement in the 
rather flat demand tor lead in 
North America. Gold dosed easier 
on foe London bu llion market, 
but off the low of $370 a troy ounce 
struck after talk that the German 
central bank was planning to sell . 
one billion marks worth of gold 
to finance post-unification 
spending, and was planning to 
mint a gold coin. But the German 
Finance Ministry denied the stay, 
which had appeared in a business 
magazine. 
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It is a sad fact but true that a short-term view can prove short-sighted and can leave 
everyone short-changed. Just when a little faith and a steady hand is all you 
require, defeat is snatched from the jaws of victory. What makes H investment 
capitalists rather than venture capitalists is that we take a long-term view. Unfor- 
tunately, not everyone is willing or able to do this. 


Whether you want to buy the company you work for, buy into another company or set up 
your own business, success is rarely achieved overnight Since ■ was established 
45 years ago we have always taken a long-term view of our investments. We know 
full well that a long-term commitment is the best way to ensure the success of 
your business. 


At H we are able to take this long-term view because of the spread and scale of our 
investments and our understanding of business. It has proved very successful for 
many companies and as Britain’s leading investment capital company we are 
more than happy to take the same view today. If you’d like to know more about 
what a relationship with H could do for you in the long-term, just contact your 
local office. 
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LONDON STOCK EXCHANGE 



Power shares debut at centre stage 


FINANCIAL TIMES STOCK INDICES 


A DRAMATIC if finally 
somewhat disappointing start 
to dealings in the £5£ba priva- 
tisation sale of Britain’s 12 
regional electri city companies 
dominated the UK stock mar- 
ket yesterday, b also tended to 
mask weakness across the 
broad range of equities as a 
declin ing pound undermined 
optimism for an early cut in 
domestic interest rates. 

Downgradings by stock mar- 
ket analysts of profit forecasts 
for the leading retail groups, 
prompted- fay Monday’s 
announcement of unexpectedly 
heavy falls in November retail 
sales, brought substantial 
losses in the shares of several 
high street store groups. 

The market was poised for 
action as marketmakers input 
their prices for the new elec- 
tricity stocks at 14J2Q hours; 
but the first 15 minutes after 
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trading commenced at 14^0 
hours proved “not as frenetic 
as I thought it might have 
been”, to quote one leading 
broker. 

Inittal premiums on the lOOp 
partly-paid price for the new 
operating companies* stocks 


. and 78 per cent, on 
Manweb. The Electricity Pack- 
age, a composite unit of shares 
in the operating companies, 
opened at a premium of 58 per 
cent 


Attempts to trade were ham- 
pered by “backwardations" in 
many of the stocks, where mar* 
ketmakers quoted pri ces offer- 
ing theoretical opportunities to 
deal profitably between the 
various marketmaking houses. 
Dealers said there appeared to 
be willing buyers for the Pack- 
age, “but only in Jante Nml 
and the sellers were few and 
small". 

Manweb traded up to a 79- 
point premium before follow- 
ing the rest of the new stocks 
in. sapping back from their best 
levels as sellers began to put In 
their appearance. By the close 
of an extended trading lamAm, 
the p rp ra i m m on the Package 
stood at 508 per cent, and on 
the operating companies 
ranged from 42 to 64 per cent 

Brokers reported that pri- 
vate investors had mostly 
stayed out of the way after 


considerable dbssat- 
with the severe scal- 
ing down of share allocations. 

The institutions also held 
back, apparently hoping for a 
repetition of tbs performance 
of the water Industry priva- 
tised twelve months ago, when 
share prices gained little 
ground at first bnt then 
advanced sharply. One leading 
UK investment fttnd which 
traded heavily in the water 
company privatisation was 
noticeably afa/wnt from yester- 
day’s electricity sale. 

The rest of the equity mar- 
ket tried to edge forward in 
eariy dealings, but turned off 
as the pound slipped lower and 
interest rate optimism sub- 
sided. Klehnrart Benson Secu- 
rities warned that “given the 
recent weakness in sterling, we 
expect cuts in base rates to be 
delayed until the start of 1991". 


The adverse effects of broker 
downgradings of retail stocks 
fell bard cm a sector which has 
significantly ou tper fo rmed the 
rest of the market in recent 
months as hopes for early 
reductions in UK base rates 
have been strengthened by 
Britain’s entry into the Euro- 
pean Monetary System’s 
exchange rate mechanism. 

The final reading on the 
FT-SE 100-ehare index showed 
a decline of 16.7 at 2J65A Seaq 
■volume of 825.5m shares, 
against Monday's 817m, was 
boosted by volume of 416m in 
the electricity companies — 
some 20 dot cent of the issue — 
phis 855,000 units in the Elec- 
tricity Package. 

• AH FT tniHw^n in fids edi- 
tion, including the FT-SE, 
were mlcnhrtad at the end of 
yesterday’s extended trading 
period. 
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SEAQ BaraM 4.45pm 40.877 15861 27.372 24.580 18.728 48.723 

Equity TUmov«r(£m)t - 525.12 B2S.7B 1053.15 100225 181*40 

Equity Bargalnat - 17.535 27.268 23041 17.829 53500 

SftarM TmM (nOJt - ML* 461.5 455 0 4362 888.1 " 

, Hourty changes Day's High 17251 Day** Low 17040 Bargains 


open 



9am 


10 am 

11 am 


12 pm 


1 pm 


2pm 


3pm 


4pm 
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17258 
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17153 


1712-6 
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GILT EDGED ACTIVITY 
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FT-SC, Hourly < 


Day's High 21660 Day's Low 21832 
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887.00 
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3 pm 
98847 


*SE Activity 1974. 
tExcluding intra-market 
business & Overseas turnover. 

London report and 
latest Share index: 

Tel. 0898 123001 


Conflicting 
views on 
Electricity 

WAS trriTfl cBsappoint- 
ment among market traders at 
the level of business transacted 
in the 12 regional electricity 
distribution companies (discos) 
as the first session of trading 
drew to a close. 

“Talking around the *fc»wW«p 
desks, there is a feeling of anti- 
rtimflrq thg Mg Ip atitntlfmq are 

not really playing in the 
stocks; they are not willing to 
pile hi at these prices," was the 
comment from a specialist at 
one leading securities house. 
He said volumes in the stocks 
were “significantly less than 
we had expected". 

Trading commenced with the 
12 companies displaying open- 
ing premiums over the partly- 
paid issue prices at loop rang- 
ing from 46 per cent, as was 
the case with Seaboard, up to a 
76 per cent premium, as dis- 
played by Manweb. By the 
close See board had moved 
down to 142p after turnover at 
20m, while Manweb bun fallen 
to 166p on Z7 &l There was evi- 
dence, dealers noted, of size- 
able selling by US institutions, 
via two securities bouses. 

A sizeable buying order in 
Eastern caused turnover in the 
stock to outpace the others 
during the first few minutes of 
trading. 

Op ening , ringing and turn- 
over levels for the other stocks 
were: Eastern, 147ft 148p, 56mr 
East Midlands, l64p, 15054, 
44m; London, 16lp, 142p, 39m; 
Midland, 15Tp, 144p, 36m; 
Northern, 155p, 14254, 23m; 
Norweb, 153p, 152p, 40m; 
Southern, I53p, I50p, 50m; 
South Wales, 163p, 164p, 22m; 
South West, 158p, 150p, 2Sm; 
and Yorkshire, 170p, 15954p, 
39m. The Electricity Package 
opened at £1575 but fen back to 
£1506, with turnover recorded 
of 855 trades. 

C and W reacts 

A bearish note issued by 
UBS Phillips & Drew dama ged 
the Cable and Wireless share 
price in an otherwise steady 
telecoms sector. 

Mr Nick Measbam, telecoms 
analyst at UBS, said: “Our fore- 
cast of 10 per cent compound 
earnings per share growth over 
the period 1990-95 leaves the 
shares 20 per cent overvalued.” 
The analyst added that one-off 
c hang es in accounting and a 
fall In the tax charge have 
helped increase the last five 
year's rate of profits growth; 
“the absence of further such 
rhung es makes ft difficult in a 


more competitive telecoms 
industry for growth to 
the historic rate". 

Cable’s pre-tax profits have 
benefited, according to UBS, 
from a foil in the ratio of 
depreciation to fixed assets, 
the capitalisation, of casts, a 
pension fund holiday and a 
clutch of exceptional factors. 
UBS expects depreciation to 
grow in line with the asset 
base and the tax charge to rise 
in line with the growing pro- 
portion of taxable profits from 
Mercury, Cable’s US telecoms 
subsidiary. 

Cable shares surrendered 16 
at 452p on turnover of asm. 

Discount placing 

There was an early flurry of 
activity in Union Discount, the 
discount house which mntp ib 
securities houses Aifioen Camp- 
bell and Winterflood Securi- 
ties, as well as being involved 
in making markets in UK gov- 
ernment bonds and trading 

Other finartrial <iwhnm«mt« fr 

was revealed later that the 2&2 
per cent stake held by Sir Son 
Brier! ey’s IBP Securities had 
been placed in the market. 

The placing, representing 
some 5.5m shares, was carried 
out by Smith New Court, tire 
London Securities house which 
is rapidly winning a reputation 
for bought deals and large 
share placements. Smith said 
the shares were placed with a 
number of jpe titii tl p ns- Tl mrtgra 
elsewhere said the stock was 
sold at around 550p a share. 

Union shares retreated to 
dose 14 lower at 565p after 
news of the deal. Smith New 
Court shares basked In the 
reflec ted g lory of the compa- 
ny's latest market operations, 
ending a 19 at aip. after 93p. 

Stores weaken 

The stores sector came 
under heavy pressure as wor- 
ries continued to grow about 
poor trading in the run-up to 
Christmas, and as hopes of an 
early reduction in interest 
rates seemed to fade. Securities 
houses downgraded their esti- 
mates for some of the sector 
leaders and warned that there 
may be more to come if Decern- 


FT-A All-Share Index 
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Equity Shares Traded 

Turnover by vofaane (mSon) 

1 8 On 



Oct 


Nov 


Dee 


her sries are below target 
The trigger for the dedines 
was a delayed reaction to the 
November retail sales figures 
- the weakest since tbe reces- 
sion of 198081. Meanwbfle, the 
recent add weather dampened 
hopes of a strong start to 
December trading. 

Kingfisher fell 17 to 377p as 
fho slow Christmas trading 
James Capel to lower 


current year estimate by 
£12m to mftw and wit year’s 
bv ci 9m to BUMm- Suggestions 
that SXL Warburg had reduced 
its forecast were denied. Sears 
eased 454 to 83p as lower sales 
volumes, partic ularly in foot- 
wear, led BZW to cut its pres- 
ent year estim ate by £9m to 
flian 

Among other shares in 
retreat. Boots moved down 14 
to 327p, Marks and Spencer 
declined 8 to 283p, Batners 
dropped 18 to 1 92p and Next 
was 2 off at 17ft 

Takeover hopes 

An early burst of traded 
options a cti v ity boosted specu- 
lation of takeover poaaMMw 
In Pfikington, the glass manu- 


facturer. BTR has again been 
linked with Pilkington 
the former appointed a new 
chief executive, who is expec- 
ted to be watching out for 
acquisitions, and Pilkington 
itself recently reported depress- 
ing interim results. However, 
the name of Hanaw, probably 
the UK’s most aggressive pred- 
ator, was added yesterday. 

Partly aa a consequence 
turnover nearly quadrupled cm 
Monday’s figure, registering 
some 7.6m shares at the end ai 
the session. The share price 
b nflt on the early g**w to 
6 up at 169p, after 172p. 

Following last week’s figures 
County NatWest changed its 
stance from sell to hold. “Buy 
a neutral weighting now, and 
go overweight when you are 
certa i n that the world reces- 
sion is cnwwrig to an end,” said 
County. 

Dowty downgraded 

The market was further 
reminded of the intensifying 
recessionary press u res cm the 
aerospace industry by disap- 
pointing first-half profits from 
Dowty which, at £37-lm, were 
hardly rfump»d from thw»_ 
Dowty’s unimpressive figures 
did not come as a complete 
surprise, but they triggered a 
num ber of profits downgrad- 
ings. BZW lowered its frill year 
forecast to £88m from £92m 
while Hoare Govett moved 
down to £82m from £90m. 

The woni wor r y among City 
houses about Dowty*s business 
outlook was the effect of reces- 
sion on the company’s informa- 
tion technology and polymers 
divisions. In its half-year 
results, contributions from its 
non-aerospace sector were dfe- 
lg, while R &D expen- 
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was hig her than exoeo- 
ted, said Mr EdWright at BZW 
In tiie longer term the com- 
pany might benefit from its 
nan-aerospace businesses but 
“there is a cost in getting 
there", added Mr Wright 
Dowty dosed 10 down at 161p. 

Oth er s o-call ed utilities rose 
strongly d uring early trading, 
expecting to benefit from a 
good showing by the discos, 
out came back later in the 
ston. BdUfe Gas settled 3 off 
at 23654p an t urn over of 11m, 
having tooebed 244p at the out- 
set There were hefty losses 
throughout the list of water 
issues, exactly a year after 
their market debuts. The 
Water Package foil £110 to 
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The death of Dr Armand 
Hammer, the chairman of US 
oil group Occidental, led to sto- 

ilea that KP could launch a bid 
for the US group. Specialists 
described the tdd talk as rub- 
bish. BP shares closed 854 off 
at 824ft Calor crept higher 
again to dose at 240ft with tiie 


APPOINTMENTS 


SmithKline 

Beecham 

reorganises 

■ SMTCHSUNB BEECHAM 
has restructured the board. 
The present board of tea 
executive and ten 
non-executive members wm 
be replaced by a 16-member 

board with seven execu tive 
and nine non-executive 
members. Mr Alain Gomez, 
a French national, chairman 
tmA chief executive officer of 
Thomson, joins the board on 
January 1. Sir John 
and Mr Han did Evans, ■ 

nonexecutive directors, have 
submitted their resignations.. 
Tim following executive board 
members have submitted their 
resignations, but conti nue a s 


»r\A members of the executive 
committee, the company’s top 


KeimetiiKeim^cmporate 
development dirfidorj Mr Pflw 


to group ma n aging d ire ctor , 
succeeding Mr Brt» Lawson, 
who remains an executive 
director until next spring; 
when he becomes group 

managing director of 

ELECTROCOMPONKNTS. 

■ Mir GSyn Morgan, funner 
marketing director of Carver 
Consumer Products, is to join 
the BRI TISH HA RDWARE 
AND HOUSEWARE 
MANUFACTURERS’ 
ASSOCIATION as tfirectar af 
marketing; a new post, foam 
January L • 

■ fflr William Bariow, 
chaliman of BICC, has been 
elected president erf 
ORGALIME from 199M2. He 
Is the first British president 
since Lord. Nelson of Stafford 
in 1965-70. OrgaHme Is the 
• Unis on group of the European 
mechanical, electrical and 
metalw orking industries with 
23 member federations in 15 
West European countries. 

■ CLOVEELEAF, Swindon, 



tones , who be comes a senio r 
ma na g ar, joins from Sturge 
Holdings. Ernst & Young 
Corporate Fimmce has 
appointed Mr Mertyn Aguss 
as a divisional director. He was 
vice president, acquisition 
finance. Security Pacific Euro 
Finance. 

■ G&EENACRE GROUP has 
appointed Mr John IittkchOd 
and Mr John Nash as 
non-executive directors. Mr 
Ii t tle cb ad is senior vice 
president of Advent 
Internati onal , and Mr Nadi 
fa riwlmmn nf Advent 
S4 - — — yinnnt opportunities. 


director; and Mr Mariya 
Greenacre, chairman, 
European Phannaeeuticals- 

■ Mr Oliver Miles has been 
appointed a n on-exe cutive 
director of VI CKER S 
DEFENCE SYSTEMS. He is 

an assistant undersecretary 

(economic) at the Foreign and 
C omm onwealth Office. 

m Mr Malcolm Baggett, group 
ftmndal director ofVINTEN 

GROUP, has been promoted. 


maker, has appointed Mr 
Richard Smith as managing 
director. He was m a n ag i ng 

directs of Harrison Drape, 
part Of McKechnie Group, and 
succeeds Mr Trevor Jones who 
has become chief executive 


■ BETTEKWARE CONSUMER 
PRODUCTS has appointed Mr 
Walter Goldsmith as 
non-executive chairman- He 
is chairman oT Trident, and 
Ansoll Estates, and a director 
of Bank Leumi, 


SHORELINE GROUP 
appointed Mr Eric Goss 
(pictured) as group finance 
di recto r Of ShnroHw HnMfap, 
and finance director of 
Shoreline Engineering. 
Shoreline Developments, and 
Shoreline Construction 
Services. Mr David Foley 
becomes a director of 

WmitpHto TWwuln jmiwiii, 

■ Mr David Federman has 
been anxdnted executive 
dbairmanof EJD. &F. MAN 
(COFFEE), and Hr Rob de 
Jong becomes joint managing 
director. Mr Fedennan was 
joint wanflg tn g director Mr 
de Jong was a director and 
chief trader. 

p ERNST ft YOUNG has 
anointed two senior actuaries 
tn tin tnanr anfift an tnwrlai 

division. Hr John Barnaul, who 
becomes an executive 
manager, joins from WUHarn 
&L Mercer Fraser, Mr Dewi 



Mr Denis Whelan (pictured), 
managing director of TwHiai 
UK, has been appointed 
chairman of Initial USA, aid 
Initial Services (Ireland), all 
subsid iaries of BBT 
ENVIRONMENTAL 
SER VICES. 


marifpt wtm sospkdons a 
twwmH (ip y rt on of hi gher than 
normal turnover may have rep- 
resented buying of toe stodk by 
SHV, the Duteh group which Is 
entitled to Increase its 442 par 
cent equity interest by a fur- 
ther 2 per cent this year. 

Repents that Johnson and 
Tfl flgfivt, the US insurance bro- 
ker, is about to link with Bain 
Clarkson, thw ii w n ww w brok- 
ing subsidiary of Inchcape. 
caused a flurry of selling pres- 
sure in UK in sur ance broking 
groups rumoured to be poten- 
tial UK partners for Johnson 

anH FTip rgfng 

Johnson was previously 
linked to Willis Faber, in 
which it held a 5 per cent 
stake. Willis subsequently 
merged with Johnson's US 
rival Corrooa&Black to form 
Willis Corroan. and Johnson 
Sold its hnMing fo the wwrh* 

(XE. Heath was the hardest 
. hit of the UK brokers, losing 19 
at 466ft In composites there 

was some dM«nla galling of 

Royals, which dropped 13 to 
427p on 2.2m. Inchcape 
declined 7 farther to 232p. 

Postresults analysis contin- 
ued to drag Scottish A Newcas- 
tle down. Several resear ch ers 
thought the b r e w er had less 
scope for prog ress than other 
leading stocks in any 
rally, and S&N shares dosed 
14 lower at 856ft Smith New 
Court was negative on the 
group before the figures and 
advocated a switch into Grand 
Metrop olitan, Guinness «»h 
perhaps Whitbread, but not 
Bass as agency reports 
suggested yesterday. 

The favourable impression 
created by the new chief execo- 


TRADING VOLUME IN MAJOR STOCKS 
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live Of Hickson Tn lmwH ^ l 
on several City investment 
hanks beg a n to show through 
in Hickson shares, which 
ended 5 up at 134ft after 139ft 
The appointment of Mr Ken 
Schofield was seen by Mr 
Charles Lambert of Smith New 
Court as putting him firmly in 
the driving seat to spearhead 
the rfwmpM necessary to nut 
the group back on to a growth 
tack. His background at 
Manro, purchased by Hichamt 
in 1988, Is encouraging, said 
fhft Smith analyst. 

Berlsford International fell 
454 to I754p as turnover 
swelled to &5m in continuing 
reaction to its 196880 losses. 


Active buying of TIP Europe 
shares by Tiphook provided 
spice in an otherwise quiet 
transport sector. Tiphook 
announced later in the day 
that it had acquired a 9.9 per 
cent stake in TIP, while con- 
finning that tt has no intention 
of making a hostile offer for its 
major competitor. After its 
profits wanting earlier this 
month and suggestions that it 
might breach a loon covenant, 
“it has been likely that TIP 
may not stay independent", 
said Mr Matthew Stainer at 
Hoare Govett 

Numerous featur e s appeared 
in the electronics /telecoms 
arena, apart from Cable and 


Wireless. Racal Electronics 
and Telecom each settled a 
penny easier at 184p and 259p 
respectively ahead of the 
interim figures expected today. 
Late in the session it was 
announced that US investors 
have farther reduced their 
holdings In Electronics from 
1&24 per cent to 12J15 per cent 
Disappointment with Dow- 
ty*s results affected other aero- 
space issues. British Aerospace 
lost 18 to 531p while Smith* 
Industries receded 6 to 230p. 

■ Other Market statistics, 
including the FT-Actuaries 
share index. Page 22 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 

Lower D-Mark steadies ERM 


FINANCIAL FUTURES AND OPTIONS 


THE D-MARK eased as market 
speculation faded that tomor- 
row's Bundesbank council 
meeting will result in higher 
German interest rates. This 
provided support for other 
members of the European Mon- 
etary System, and also for the 
dollar. The US currency, in 
addition, was boosted by com- 
ments from Mr Lamberto Dini. 
Bank of Italy director general, 
that the Group of Seven is to 
meet in January to discuss the 
dollar and eastern Europe. 

According to an Italian news 
report, Mr Karl Otto Pdhl, the 
Bundesbank president, told a 
meeting of central bankers, 
that there would be no 
increase in official German 
rates this week. 

Credit conditions remained 
tight in FrankfUrt yesterday, 
and for the second day running 
the Bundesbank provided 
liquidity via money it holds on 
behalf of public authorities, 
known as Section 17 funds. 
This was estimated to be 
DM7bn on Monday but a 
smaller amount yesterday. 

The market is now looking 
for further guidance on rates 
from today's result of the 
Bundesbank's 2frday securities 
repurchase agreement tender 
at variable bid rates. This 
replaces an expiring facility of 
DM27bn- Dealers are waiting to 
see whether the central bank 

G IN NEW YORK 


injects extra funds and 
whether banks will again pay 
up to 9.05 per cent This was 
the highest rate paid at the last 
one-month repurchase te n d e r. 

Within the EMS exchange 
rate mechanism, the D-Mark 
remained the strongest cur- 
rency, but It lost some ground 
to the French, franc, Italian lira 
and sterling. These currencies 
have tended to weaken against 
the D-Mark recently on interest 
rate factors. 

The Bank of France declined 
an opportunity to raise official 
Interest rates at yesterday’s 
securities repurchase tender. 
The central bank left its money 
market intervention rate at 
9.25 per cent and Its five to 
10-day repurchase rate - the 
effective tiling fo r ca ll money 
- at 10 per cent 

At the Paris fixing the 
D-Mark fell to FFiS.3962 from 
FFr03980, without intervention 
by the Bank of France. There 


was also no sign of interven- 
tion by the Bank of Italy when 
the D-Mark declined to L75LQ1 
from L755.05 at the Milan fix- 
ing. It was reported, however, 
that the Belgian National Bank 
sold DM50m-l00m on the open 
market, helping to keep the 
Belgian franc tied to the 
D-Mark in the ERM. 

Sterling remained at the bot- 
tom of the ERM but rose to 
DM23700 from DM23625. The 
pound also advanced to 
FFtS. 7450 from FFr9.7325 and 
to SFr2.4575 from SFT2.4550, 
but eased to Y256.00 from 
Y25630. It fell % cent to SLS395 
and its index shed 03 to 93. L 

The dollar traded quietly, 
gaining from the D-Mark's 
decline and from the reported 
G7 meeting. It rose to DML4800 
from DM1.4725; to Y13245 from 
Y131.85; to SFrl.2665 from 
SFrl.2625; and to FFr5.0250 
from FFr5.0050. The dollar's 
index advanced 03 to 603. 
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financial Information Service on Japane&e Corporate Issuars 

MI KUNI’S 
CREDIT RATINGS 

on about AflOO bond issues and about 1,000 shorMsmi notes 
Ccst:USS3hOOper year 


TO Mikimi 8 Co. Lid. 

Dal.lchl Mon BuMIng 13-1, NIsN-SMmbMN 1-a 
Mbtato-ku. Tokyo ids. Japan or Tain J3311& 
n Plea* send further information 


ACROSS 

1 Old king's regulations: for 
salad (S) 

fi Composer or worker cm rail- 
way (6) 

9 There's no railway going 
round street as a rule (8) 

10 Sick fancy makes compoasr 
disagreeable (6) 

11 Fruit container with ring far 
writing plant (8) 

U Fruit for mother and 

14 for poor devil on river, 
an oyster-catcher (5,5) 

18 Fruit container: don’t per- 
mit an invite to onto (6,4) 

22 Fruit tbr man of coder <p) 

23 Fruit dish to order in bed? 

A v (M) 

24 Increased compassion is pre- 
sumptuous (6) . 

25 Wrote sadly about small 
boy, a cheat (35) 

28 Waugh as diarist? (6) 

27 Table for swallowing? ©) 

DOWN 

1 Forty winks in' church? You 
want a nibble (ED 

2 Artist in stitch turned up to 
flor<6) 

2 Silence at church, say. Is 
un wor thy (8) 

* Joint engineers, as in chop- 
per, form aid to revololtan 


8 Queen's city put down. In' a 
liver (8) 

7 Mocking fs to w W rt^ out- 
side (8) 

8 Lay in rum cocktail for 
famous person (8) 

13 Descend from heaven 
softly Into arbour” reveals 
IQ <5 J5) 

15 Sailors love instrument 
that’s perfect (8) 

16 Old specimen being more 

than enough (8) . 

17 CT ef y time it's dark 
becomes chivalrous (6) 

19 Played an instrument that’s 
groovy <s) ^ 

Old primate, a writer with* 
out a master's....© 

21 award for sixty minutes 
16) 
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WORLD INDUSTRIAL REVIEW 


■'.'YYmT 


The FT proposes to publish this 
survey on January 14 1991. It will be 
of particular interest to 54% of Chief 
Executives in Europe’s leading 
companies and 94% of Captains of 
Industry in the UK who are FT 
readers The US Senate and House of 
Representatives receive hand delivered 
copies of the FT Daily. If you want to 
reach these important audiences, call 
Brian Heron on 061 834 9381 or fax 
061 832 9248. 
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WORLD STOCK MARKETS 


AMERICA 


Fall in technology stocks 
helps drag equities down 


Wall Street 


A DROP in oil prices and the 
release of more US hostages in 
the Gulf failed to prevent a fall 
in technology stocks from 
dragging the market down yes- 
terday, writes Patrick Harver- 
son m New York. 

At the close the Dow Jones 
Industrial Average was 10.64 
off at 2.586J4, but above its low 
for the day. Turnover was a 
modest 145.3m shares, with 
declines outnumbering rises by 
983 to 559. The Stan- 
dard & Poor’s 500 Slipped 2.46 
to 326.43, the American SB 
composite 0.50 to 306.11 and the 
Nasdaq composite index of 
over-the-counter stocks 3.49 to 
367.98. 

The recent rally on growing 
hopes of a peaceful settlement 
to the Gulf crisis appears to 
have run its course, analysts 
said. The market's attention 
has now switched to the 
depressing domestic economic 
fundamentals, with any fur- 
ther easing of monetary policy 
by the Federal Reserve already 
discounted in share prices. The 
fall in crude oil prices yester- 
day - a barrel of January 
crude was down $L00 at $25.90 
in late trading - did not lift 
the gloom. 

The technology sector ran 
into steady selling after the 
semiconductor industry’s lead- 
ing indicator for November fen 
further than analysts had 


expected. Advanced Micro 
Devices shed 1% to $4% in 
busy trade, Motorola gave mi 
$% to $51% and National Semi- 
conductor eased $% to $4%. 

Among computer manufac- 
turing issues, IBM lost $% to 
$112%, Hewlett Packard $1% to 
$31%, Digital Equipment H% 
to $54% and Compaq $2% to 
$55%. 

However, Texas Instruments 
improved $% to $34% on turn- 
over of i Bw shares after 
company announced a 10-year 
semiconductor cross-licence 
agreement with Toshiba, of 
Japan. The agreement replaces 
a five-year pact which expires 
at the end of the year. 

AdaPteC. a munnfan h i iw nf 

computer data flow systems, 
plunged $5% to $9% on turn- 
over of 22m shares on reports 
that the company had said 
third quarter earnings would 
be significantly below expecta- 
tions. Barton Industries, sup- 
pliers to the oil and gas sector, 
plummeted $1% to $1% after It 
predicted a possible loss for the 
latest fiscal year. 

Yesterday’s All in oil prices 
and the death of Mr Arm and 
Hammer, the founder and 
ehah-man of Occidental, failed 


group, surged $2% to $18% on 
turnover of L6m shares. Occi- 
dental owns just over 50 per 
cent of IBP stock, and analysts 
believe the company is ffiady 
to be sold following the death 
of Mir Hammer, who was said 
to be fond of IBP. 

Immuner advanced $1% to 
$38% in brisk trading an hopes 
of a favourable reception to its 
white blood cell stimulating 
product from the Food and 
Drug Administration advisory 
panel tomorrow. The product, 
due for FDA review, is for the 
treatment of bone marrow 
transplant failure. 
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, Taiwan stands out in bleak November 

^ William Cochrane reviews a more defensive month in the dev eloping financial world 

N OVEMBER was a bleak Elsewhere in Ada. Thailand — amttB PRICE IWP IGB8 - • 

month for interna- sbed 16 per cent after a good : IPC 

tional equity markets October. David Bates of Asia « am 


to upset the latter’s shares, 
which rose $1% to $22% on 


which rose $1% to $22% on 
turnover of - 5m. Investors 
bought the stock an hopes that 
the oil group's performance 
will improve, or that a take- 
over attempt will be launched. 

IBP, the meat and products 


TORONTO stocks ag ain do sed 
mixed n FfUjir t radi ng 11 1111111 & 
nine-point range for the com- 
posite index in a dull session. 

The index was finally a net 
24 harder at 3£39£ on volume 
of 24JJm shares, up from Mon- 
day's thin 15Jm, but falls 
edged out advances by 314 to 
255. 

An analyst commented: nftw 
market was getting a bit ahead 
of itself on hopes of lower 
interest rates in the 
States . . . now it has got to 
sit back and waft” The market 
Tma been nntWpaHng a fail in 
the DS Federal Reserve's dis- 
count rate. 

Stratford Software, down 30 
cents at C$L30, has reduced its 
staff to five Aram 15 as a cost- 
cutting wwotinw. 


EUROPE 


UK power debut eclipses 
quiet continental trading 


THE CONTINENT was largely 
ignored as international inves- 
tors concentrated on the stock 
market debut of the UK elec- 
tricity companies, writes Our 
Markets Staff. 

FRANKFURT speculated 
about the Bundesbank meeting 
tomorrow, and stories that the 
government wanted to mint 
new gold coins from the cen- 
tral bank's r eser v es to fl rewmn 
German reunification. The 
Bundesbank denied the gold 
story, and confirmed that 
tomorrow’s press conference 
had been caned to 
money supply targets, not 
interest rate changes. 

Equities were very quiet 
with the DAX index down 12.12 
to 1,49248 after a decline of 
9.58 to 64L28 in the FAZ at 
midsession. Volume fell again, 
from DM4 .9bn to DM34bn. 

Ms Barbara Altman n of B 
Metzler in Frankfort said that 
one of the few bright spots was 
VDO Schindling. the car com- 
ponents company, which rose 
DM16 to DM386 In heavy vol- 
ume of 12400 shares. This com- 
pared with normal turnover of 
300 to 400; prior to yesterday’s 
move the stock was 50 per cent 
down from its 1990 high. 

Carmakers were generally 
weak with Volkswagen down 
DM6 to DM352, on further con- 
sideration of its wages and 
hours agreement with the K3 
Metall engineering union 
which involve a staged drop to 
a 35 hour working week. 

Chemicals were a little more 
resilient though BASF fell 
DM4.70 to DM21640; Ms Alt- 
mann also noted continued 
selling pressure on retailers 
like Douglas and Karstadt; also 
that Linotype was another 
DM12 lower at DM548. against 
a high this year of DM984, on 
its acquisition of Hell, a Sie- 
mens subsidiary which to not 
in the best of health. 

PARIS ended lower in lethar- 
gic trading. Concerns about 


developments in the Gulf «nd 
fears of US protectionism fol- 
lowing the failure of the GATT 
trade talks last week hung 
over the market. The CAC 40 
index eased 9.47 to 146544 in 
volume e stimated at between 
FFrL5bn and FFrL7tm. 

BSN and LVMH continued to 
be weak following Friday’s 
champagne sale announce- 
ment BSN, which an Monday 
said it increased its stake in 
the Italian cheese producer 
fiaihsiri from 15 per cent to 50 
per cent, lost FFrl to FFr757 on 
fears that it might finance this 
latest move by issuing more 
shares rather th an use the 
cash It got from selling its 
champagne business. LVMH 
Cell FFr20 to FFr3472. 

St Gobain, the industrial 
glass manufacturer, fell 
FFr1440 to FFr405 in active 
trade of 196401 shares after a 
leading French broker down- 
graded its earnings forecasts. 

Elf rose FFr2 to FFr312 on 
tiie news that it had made an 
oil discovery In Ecuador. 

MILAN fell in technical trad- 
ing as traders settled their 
positions ahead at today's dos- 
ing of the trading year. The 
Comit index fell 7.7 to 533.79. 

Among the few gainers was 
Enimont which rose L15 to 
Ll,540 and Erldania which 
added L155 to L7.780. Market 
leaders were weak, with Gener- 
ali falling L780 to L29.920 and 
Fiat down L95 to L5.77S. 

STOCKHOLM feU in slow 
trade in response to higher oU 
prices and a lack of positive 
news from the Gulf. The 
AfKrsvfiiiden index fell 74 to 
9054 In turnover of SKr257m. 

The forestry sector contin- 
ued to feature, following SCA’s 
SKri.4bn purchase of 16 per 
cent of the capital and 32 per 
cent of the voting rights in its 
fellow lumber company, MoDo. 
SCA free B shares fell SKr6 to 
SKr89, while MoDo free Bs 
eased SKrlO to SKr200. 


AMSTERDAM ended virtu- 
ally unchanged after a feature- 
less session. The CBS Ten- 
dency index moved in a narrow 
range all day and than closed 
up 0J2 to 97 A. 

There was «ntm» interest in 
cyclical stocks, with Akzo up 
90 cents to FI 7340 and DSM 10 
cents higher at FI 8740, helped 
by the dip in ad prices. 

BRUSSELS lost opening 
grins in thin trading an con- 
cerns about rising interest 
rates. The cash market tmtor 
fen 2649 to 5039.01. AceoUM 
lost same of Monday's specula- 
tive gain, as it fell 54 percent 
to BFr2,m 

HELSINKI saw HuhtamakFS 
free I shares rose FM7 to FM78 
after its contraceptive hnpTant 
won approval for the DS mar- 
ket The Unites all-share index 
fell 2.7 to 4114. 

OSLO lost both ways on 
uncertainty in the Gulf. Norsk 
Hydro and Saga Petroleum B 
shares fell NKr2, to NKrlSO 
and NKrll5 respectively. The 
shipping index, previously bal- 
anced fluctuations in the afla 
in the eariy stages of the Gulf 
crisis, fell 1940 to 548J5 with 
Bergesen B NKr440 lower at 
NKrl28. The aUsbuciodcxfdl 
9.43 to 46049 in moderate trad- 
ing worth NKr246m. 

ISTANBUL slumped again, 
the market index falling 2484, 
or 62 per cent to 3,772.41. Vol- 
ume fell to TL67bn from 
TL98bn on Monday, and 
LllSbn on the previous Friday, 
when the i nd e x had recovered 
to the 4,022 mark. 


SOUTH AFRICA 


SHARE prices slipped In slow 
trading as operators wound 
down their activities before 
the year-end. The all-gold 
hrfw Ml g to LL88 but the 
industrial Index edged up 8 to 
2,994. The all-share Index 
gupd— 1 IQ paripr gt 2,701. 


FT-ACTU ARIES WORLD INDICES 


i- % 


,v 


N ovember was a bleak 
month for interna- 
tional equity markets 
in South and East Asia, Europe 
and the 1} ^ as politi- 

cal events seemed to be mov- 
ing towards war in the Gulf; 
but there was one exception in 
the ebullient but deceptive per- 
formance at Taiwan. 

'With a rise of 52 per cent In 
dollar terms, Taiwan heads the 
advances in last month’s 
emerging markets iwrfirew from 
the International Finance Cor- 
poration, an offshoot of the 
world Bank in Washington. 

However, Mr Peter Bristowe, 
a director of Hoare Govett 
International Securities, 
observes that Taiwan's recov- 
ery will be scant comfort for 
any investor who got in at Feb- 
ruary's 1990 peak; even after 
the November Hw mar- 
ket was still more than 50 per 
cent below its peak. 

He ascribes the rally, in part; 
to a technical rebound; partly 
to tiie confirmed construction 
of a fifth naphtha cracker fix- 
the expansion of the c ount ry ’ s 
petrochemicals production; to 
expectations of the market 
opening up to direct foreign 
investment, which encouraged 
locals to come back imam to 
interest rates drifting down. 


Elsewhere in Ada, Thailand 
died 16 per cent after a good 
October. David Bates of Ada 
Equities says that, In addition 
to heightening fears about the 
Gulf, political problems 
involved the prime minister, 
Mr rihatirihat Choqnhavau, the 
army, and some government 
ministers who were unpopular 
with the army establishment 

A small cabinet reshuffle 
demoted one of these ministers 
d uring November; thfa month, 

tha rwa gwa t h m and nqhfl pqnent 

reapp ointment of the premier 
should allow him to reshape 
Ms cabinet without bring too 
much face with the army. 

In Ijrffti Anwfjcji, fThito haw 

moved up after an extremely 
dull year, according to Mr 
Eduardo Faria of Tattw Ameri- 
can Securities. The market had 
moved little on the Gulf crisis, 
aWhmg ti it imports about 75 
per cent of its aflneeds. 

During the month, measures 

ment of PEeddexdPatri^r^d- 
wyn and the central bank, 
aimed at containing inflation 
and stimulating GNP growth. 
Inflation peaked at a monthly 
level of 4 per cent hi October, 
and has since fallen to around 
14 per cent a month. 

Venezuela looks certain of 


% Change % <*■£ 
mSnria ooDeCM 

(Dollar terms} 
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(Local - currency 


UBo America 

Argentina 

Brazil 

Chile 

Colombia 

Mexico 

Venezuela 


279.15 

4448 

71740 

28844 

722-07 

412.10 


- 33.5 

- 634 
+ 154 
+ 28.8 
+ 234 
+4474 


8.029.298 

1413.743 

143548 

142644 

10453.03 

2.72243 


+1S34 
+3464 
+ 304 
+ 66.8 
+ 354 
+5234 


Korea 
PMlIppInee 
Taiwan, China 


34844 

84744 

652.60 


- 24.7 

- 564 

- 504 


301.14 

1,158.62 

442.19 


- 204 

- 454 

- 494 
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India 

Malaysia 

Thailand 

Europo/HMdte 

Greece 

Jordan 

Portugal! 

Turkey* 


+ 304 
-234 
- 334 


38648 

130.15 

24446 


+ 39.7 

- 23.0 

- 354 


+ 834 
- 54 
- 30.7 
-16.7 


62141 

149.52 

400.83 

74243 


+ 814 
-44 
-384 
+ 1.1 
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being the best performing mar- 
ket of the year, although Mr 
Faria observes that the oil 
price bonus has given the 
cou nt r y an inflation, rate . of 85 
to 40 per cent to look forward 
to next year, and not 15 per 
cent as previously expected. 


The worst performance of 
the month in Turkey. Mr 
Ian Rolfe of Corporate Br oking 
Services notes that the country 
not - only borders on Iraq, but 
obtains 60 per cent of its afl 
and wnrh of its international 
hmrfnemi frnm that source. 


Foreign investors; less fear- 
ful in October, came in as seU- 
ers early last month, he says, 

and locate thereafter seemed to 

became less interested in eqto- 
ties and more so in safe 
havens” such as gol d, or 
money pruter the mattress. 
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ASIA PACIFIC 


Nikkei 


■ ***-' 


Tokyo 


the fifth consecutire”dsy on 
expectations of an easing in 
monetary policy. The Nikkei 
average, depressed in the 
morning session by a weaker 
yen and profit-taking, 
rebounded later on index- 
linked buying, writes Emika 
Terazana in Tokuo. 

The Nikkei finished a net 
17240 up at 2345647. It opened 
at 23,760.02 and was soon 
driven down to the day's low of 
23,43340. The index reached 
the session's high of 2440606 
just before the dose; breaking 
through 24,000 for the first 
time since November 5. 

Volume expanded to 530m 
shares on large programme 
baying and index-linked 
demand by inv es tm ent trusts. 
Rises led declhm by 6U to 823, 
with 158 issues unchanged. 
The Topix index added 14.61 at 
1,77148 and in London the USE/ 
Nikkei 50 index was 246 firmer 
at 145246. 

Stock prices turned up in foe 
afternoon followh^? a rally in \ 
the band market Bond prices 
surged on news that Mr ffide- 
yuki Aizawa, director general 
of the government's Economic 
Planning Agency, had stressed 
the need for an easing of 
short-term interest rates to . 
sustain economic growth. I 

The central bank's quarterly 
survey on business sentiment 
also raised hopes that Interest 
rates would come down. Inter- 
est rate-sensitive issues such 
as shipbuilders and power util- 
ities rose. Steels and contrac- 
tors were also strong. 

High-technology issues were 
weak, with Hitachi losing Y20 
to Y1.120. Traders blamed the 
weakness on the book-to-bill 
ratio for November announced 
by the US Semiconductor 
Industry Association. The 
November figure was 047 per 
cent, down from October’s 045 
per cent. Mr Chuck Goto at 
S.G. Warburg said a decline in 
prices of one-megabit DRAM 
semiconductors will continue 
to depress the sector’s profit- 
ability. 

Bank Of Tokyo retreated Y60 
to Yl,030 on reports that four 
foreign securities concerns had 
pulled out of the underwriting 
syndicate of the. bank’s domes- 
tic convertible bonds to be 
Issued on December 25. 


Soviet President Mikhail 
Gorbachev’s pinimpd visit to 
Japan in April focused atten- 
tion on Soviet-related issues. 
Some trading companies were 
Btzatuz on PirwmatinnB Of OH 
projects in Sfteriaasa part of 

Hwmnmlp ramnu nitinii wi th the 

Soviet Union. CJtoh advanced 
Til to Y716 and Marubeni 
added T7 at Y712. 

Talsho Pharmaceutical rose 
Y190 to Y24S0 on rumours that 
Japanese securities houses 
were pnnhfng the stock up as 
part of their bid to win the 
underwriting mand ate for a 
capital-raising exercise. 

Matsushita Electric Works, 
part of the Matsushita group, 
moved ahead Y50 to Y1.650. 
The company said it wanted 
closer business ties with Oka- 
inura, an office furniture 
maker, and Takasago Thermal 
Engineering, an air-condition- 
ing equipment manufacturer. 
Matsushita Electric has signifi- 
cant stakes in both companiea. 


Qualm ended mainly W gtia* 
after thin volume of 814m 
shares. The OSE average rose 
14841 to 26403.41, High-tech- 
nology and electrical issues 
weakened, but utilities, steels 
and constructions were firm. 


Roundup 


MOST PACIFIC Kftn markets 
were weaker yesterday, with 
tiie exception of Manila, Bang- 
kok and Taiwan. 

Manila opened an expres s 
counter for the first time m its 
64-year history, for orders of 
2m shares or more, to facilitate 
trading in the four all compa- 
nies which are drilling the 
West Ijnaaacan offshore well 
in the southern Philippines. 

Frenzied traffing in oil issues 
fed the market higher far the 
second day. The composite 
index climbed 2U4 to 68449, 
up 348 per cent, while the ofls 
index jumped 13 per cent to 
10478. Turnover expanded to 


amtftw pesos from 2084m. 

BANGKOK finished sharply 
W phw in reaction to Prime 
Minis ter Chattebai Choon- 
bavan’s plana to form a new 
governme n t after his o ne-day 
resignation. The SET index 
surged 2941 to 66148. 

NEW ZEALAND declined 
ahwarf of the go vernme nt’s eco- 
nomic statement, due next 
week, which is expected to 
riflferii spending cuts. The Bar- 
clays long* rinaad 1941 lower 
at 1444.69. Turnover was 
steady at NZ$9 -9m. Carter Holt 
Harvey ended 10 cents lower at 
NZ$146 after going ex a seven 
cents dividend. 

AUSTRALIA lost ground In 
thin trading. The All Ordi- 
naries index shed 84 to 14214. 
Monday’s announcement that 
John Fairfax Group, Austra- 
lia’s second biggest news pub- 
lisher, has been placed in 
receivership contributed to the 
bearish sentiment. Turnover 
feU to ASlOBm from AflSim. 


; SINGAPORE eased in fea- 
tureless trading. The Straits 
Times industriarintox was off 
3JL7 at 1476.70 on reduced vd- 
mne of S$5848m (S$7645m). In 
'KUALA LUMPUR, the compos- 
ite index dosed 3.74 lower at 
50042 and turnover shrank to 
42.7m shares from 884m. 

HONG KONG -saw some 
interest in defensives stocks, 
bat the Hang Seng index 
dipped 441 to 34.44.62 as turn- 
over decreased to HK$725m 
from HK$96lm. 

SEOUL weakened, ending 
three days of gains. The com- 
posite fade* *6i«d 9.77 to 72546 
in volume of Won28S4bn, 
down from Won3954bn. 

TAIWAN recovered after two 
sessions of declines. The 
weighted fader improved L58 
per cent oar 71 41, t o 4493.72. 
V olume rose to T$5943bn from 
T$5641bn. 

- BOMBAY drifted; in light 
trading, the BSE index losing 
18J0 to 1U9645. 
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Australia (73) 

Austria (19) 


BfMoium (60) 

Canada (120) 

Denmark 

Finland (25) 

Fratx» (122) 

Germany (91) 

Hong Kora (4$).. 
Ireland (IS) — 

Italy (91) 

Japan (-*53). — 


Malaysia (35)...— 
Mexico (12). 


Nettwrtand (4i)„ 

New Zealand (15)—.— 

Norway (27) 

Singapore (25) — — . — 

South Africa (60) 

Spain (42) 

Sweden (27) 
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There is something brigh 
on Argentina's horizon. 


\ “!>" sU'ps 

Vts .’m "K.nHi 


Besides the twinkling lights of its parapa 
villages or in its citie’s sinking modem 
skyscrapers, a new bright light blazes on 
Argentina's horizon. It’s the warmth and 
energy blazing in die hearts of the Argentinians 
people who are building a great nation. 


Argentina is still the generous and 
community-spirited nation it always has been. 
And it s also a reliable partner offering 
outstanding possibilities for economic 
development and investment. We hope you'll 

visit and see for yourself a bright light that is 

bound to shine forever. 
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Argentina 

A country where there is so much to see 
and investment opportunities awaiting 
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Argentine Tourist Office 
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